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PRELIMINARY. 


The subject of this enquiry was referred to the Indian Tariff 
Board under Government of India Resolution. No. 141-T. (39), 

Terms of reference. lhe 26th MarcL » 1928 > whieh nms 

“ The Government of India have received representations from a 
number of companies engaged in the production of petroleum in 
India asking for protection against the injury inflicted on them by 
the kerosene price war now in progress in India between the Stand¬ 
ard Oil Company of New York and the Royal Dutch Shell Group, 
The immediate cause of the price war is said to be the purchase by 
the Standard Oil Company of New York from the Soviet Govern¬ 
ment of Russia of kerosene which, as the Royal Dutch Shell Group 
claim, rightfully belongs, wholly or in part, to them. The com¬ 
panies state that as a result of the price war, kerosene is being sold 
at prices well below world parity; and it is from the serious losses 
consequent on these uneconomic prices'that they ask for protection. 
The representations indicate that, while some of the producers do 
not regard their existence as threatened hv the dispute, the posi¬ 
tion of the weaker companies is such that a continuance of the 
price war might lead to their extinction. 

2. The Government of India are not prepared to agree to any 
scheme of protection which would lay a heavy burden on the con¬ 
sumers, if the result must be, so far as the principal producers are 
concerned, not to secure a moderate return on the capital invested 
in the business but to increase profits unnecessarily. It is possible, 
however, that measures could be devised by which substantial relief 
could be given to those companies which are most in need of it, 
while at the same time a disproportionate share of the higher price 
paid by the consumer would not pass into the hands of the stronger 
firms. In order that this question may be examined, the Govern¬ 
ment of India consider that an immediate enquiry should be held 
by the Tariff Board with the following terms of reference : — 

(1) To determine what price for kerosene should be taken to be 

equivalent to world parity at Indian ports, and the 
extent to which current prices in India are below that 
. level, . 

(2) To report whether it is in the national interest that protec¬ 

tion against the dumping of imported kerosene should be 
given, and if so in what form and for what period, and 

(3) To report whether it is likely that the price war will extend 

to petrol, what the consequences to the Indian producers 
are likely to be if it does, and in that case what measures 
they would recommend. 

3. The question to he investigated in the enquiry is the advis¬ 
ability of taking steps to safeguard an Indian industry 
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from injury inflicted by dumping, tbat is tbe sale of imported kero¬ 
sene in India at prices below world parity. In these circumstances, 
the Government of India consider that no detailed examination of 
the costs of production will be necessary, and that it will suffice to 
ascertain by more summary methods the probable effect of the price 
war on the financial-position of the Indian producers. The report 
of the Tariff Board should reach the Government of India at the 
earliest possible date, and in any case not later than the 1st July. 
1928. 

4. Firms or persons interested, who desire that their views 
should be considered by the Tariff Board, should address their repre¬ 
sentations to the Secretary to (he Board,” 


Board’s communique. 


2. On receipt of this resolution the Board 
issued the following 1 communique: — 


“ The Government of India in their Resolution No. 141-T (39), 
dated 26th March, 1928, have referred to the Tariff Board for sum¬ 
mary investigation the applications for protection received from 
certain Companies engaged in tbe production of Petroleum in India. 
The Report of the Board has to reach the Government of India not 
later than the 1st of July, 1928. The terms of reference limit the 
enquiry to the following points: — 

(1) To determine what price for kerosene should be taken to be- 

equivalent to world parity at Indian ports, and the 
extent to which current prices in India are below' that 
level, 

(2) To report whether it is in the national interest that protec¬ 

tion against the dumping of imported kerosene should be 
given, and if so, in what form and for what period, and' 

(3) To report whether it is likely that the price war w'ill extend 

to petrol, what the consequences to the Indiap producers 
are likely to be if it does, and in that case what measures 
the Board would recommend. 


Until the detailed representations called for by the Board are 
received, the Board will not be able* to decide upon the procedure it 
will adopt or to lay down the directions in which the information 
furnished may require to be supplemented. In the meanwhile the 
Board issues the following instructions for the guidance of all Oil 
Companies interested in the enquiry w'hether as applicants or as 
opponents, and of those sections of the general public such as con¬ 
sumers and others w-ho wush to submit their views for the considera¬ 
tion of the Board : — 

(1) The Board will close its office in Bombay on Thursday, the 

12th April, and re-open it on the 20th April in Rangoon, 
in the Legislative Council Building. 

(2) Unless otherwise notified, formal proceedings will be 

opened in,public in Rangoon at 11 o’clock on Tuesday, 
the 24th of April, at which the procedure and scope of the 
enquiry will be more fully explained. Applicants as 
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well as opponents are requested to attend and to be ready • 
for a preliminary examination of their ease on that day 
and on such subsequent days as may be necessary. 

(3) According to the normal procedure of the Board, as far as 

possible all the proceedings of the Board will be con¬ 
ducted in public, unless a reasonable case, which will be 
considered on its merits, is made out for holding- them 
in camera. 

(4) The co-operation of any Oil Company which, without being 

a formal applicant, is interested in the results of the en¬ 
quiry and can assist the Board with relevant informa¬ 
tion, will be welcomed. 

(5) The effect of the price war on the financial position of the 

Indian producer is, inter alia, one of the points to be in¬ 
vestigated, That effect cannot be correctly measured 
without ascertaining (a) in the first instance whether 
the market price represents a fair selling- price to the 
Indian producer, that is, a price which after covering 
all works costs leaves him a reasonable margin for over¬ 
head charges and profit, and (b) whether, if the price is 
inadequate, the financial resources of the industry are 
such as to enable it to supply the deficiency without per¬ 
manent injury to the industry. l ? or this purpose the 
Board would ordinarily undertake a detailed examina¬ 
tion of the costs and financial resources. This however 
is not possible witbin the time at the disposal of the 
Board aud in view of this the Board would request all 
the parties, in their own interests, to submit full infor¬ 
mation of their costs and their financial resources to the 
Board at the earliest possible date before the formal 
opening of the enquiry, and in any case not later than 
the 20th of April, 1928. The costs and information so 
furnished will be treated as confidential, and will not be 
published unless parties have previously agreed to their 
publication. In addition it is desirable that the com¬ 
panies should supply full information regarding the 
course of prices of kerosene and petrol in India, both at 
-the ports and in other markets served liy the companies, 
during the last 20 years. The prices of imported kero¬ 
sene and petrol f.o.b. gulf ports should also be stated. 

(61 After the conclusion of the preliminary examination which 
the Board hopes will be not later than the 28tli April, 
the Board will adjourn in order to consider what further 
materials are required from the parties at a fullei and 
more detailed examination subsequently. For this pur¬ 
pose the Board will resume its sittings at Maymyo about 
the second week in May. The dates by which the further 
materials, if any, should be furnished and the days on 
which representatives of the oil companies will be 
examined, will be notified later. 
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;'7) Parties other than the oil companies should send in their 
written representations so as to reach the Board not later 
than the 24tli of April. The Board does not propose to 
examine them orally. But if intimation of then desire 
to he so examined is given to the Board m their written 
representation, the Board will endeavour to give them 
an opportunity to appear at Maymyo for that purpose. 

(8) No oral evidence will he taken after the .I9t.h of May.- hut 
the Board hopes that the oil companies will arrange to 
supply without delay any information the Board may 
require between the termination of the public sitting’s 
and the submission of the report,” 

3. Since the period within which the enquiry was to he con¬ 
cluded was brief, the Board after the issue of this communique at 
once proceeded to Rangoon where the head 
Applications received. (|ffi( . es of Ir)0st () f the Oil Companies are 

situated. Applications were received from the following Com¬ 
panies : — 

The Burmali Oil Company, Limited. 

The Assam Oil Company, Limited. 

The British Burmali Petroleum Company, Limited. 

The Attack Oil Company. Limited. 

The Indo-Burma Petroleum Company, Limited. 

The Hesaford Development- Syndicate, Limited. 

In the gene! 4 #! representation of the indigenous oil companies, 
dated .15t.h December, 1927, addressed to the_ Government of 
India, the proposals were alternatively to prohibit Russian oil 
imports entirely or to increase the import, duties on foreign kero¬ 
sene as a whole pari passu with reductions on Indian market 
selling prices brought about bv the rate war with a view to main¬ 
tain the ‘prewar’ prices. Bv January of the following year 
(ride the pint letter of'18th January, 1928, addressed to the Gov¬ 
ernment of Burma) the Companies while still urging that their 
original suggestions represented the only permanently effective 
measures to ensure protection to the indigenous industry against 
the menace created bv the rale war, asked that with a view to 
■nantinr.’ immediate 'assistance to the smaller companies the 
excise duty on kerosene and petrol should he remitted on a total 
refinery throughput not exceeding 1,500 barrels of crude per 
diem. * In the representations addressed to the Board in reply 
to the Board’s communique the demands went even further and 
the majority propose that this remission of the exercise duty on 
kerosene and petrol on a throughput not exceeding 1,500 barrels 
of crude per diem should he granted not merely for the period ot 
the war but as a permanent measure of relief to the indigenous 
industry from conditions arising from overproduction in other parts 
of the world. The Attoek Oil Company, the Indo-Burma Petro- 
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it'urn Companyj the Hessfortl Development Syndicate and the 
British Binmah Petroleum Company asked in addition that the 
import duty on kerosene and petrol should be raised permanently 
so as to be 2 annas G pies per gallon higher than the excise duty. 
Our terms of reference specifically define the question to he in¬ 
vestigated as the advisability of taking steps to safeguard an 
Indian industry from injury by dumping as a result of the kerosene 
price war now in progress between the Standard Oil Company of 
New York and the Bova] Dutch Shell Group, and any suggestion 
regarding measures of' permanent relief or permanent protection, 
irrespective of the price war, is clearly outside the scope of the 
present enquiry. 

4. In response to the Board’s communique representations 
were also received from the following associations and indivi- 
Othev representations. duals: — 

1. Standard Oil Company of New York. . 

2. Asiatic Petroleum Company (India). 

3. Indo-Burma Oilfields (1920), Limited. 

4. The Vacuum Oil Company. 

5. The Motor House, Rawalpindi. 

0. The Indian Chamber of Commerce, Calcutta. 

7. The Burma Chamber of Commerce, Rangoon. 

8. Messrs. Chinoy and Company, Limited, Bombay. 

9. The Irrawaddy Petroleum Syndicate. 

10. The Moola Oil Company, Limited, Rangoon. 

11. The Buyers and Shippers Chamber, Karachi. 

12. The Indian Men diants’ Chamber, Bombay. 

14. The Burma Indian Chamber of Commerce. 

14. The Maharashtra Chamber of Commerce, Bombay. 

15. The Bengal National Chamber of Commerce, Calcutta, 

Hi. Messrs. Gillanders, Arbnthnot and Company, Calcutta. 

17. The Tbilawa Refineries (Burma) Limited, Rangoon. 

IS. Motor Industries Association, Calcutta. 

19. Mr. M. A. <T. Noble, Bombay. 

20. Mr. AYalchtnid Hirachand, Bombay. 

21. Mr. S. S. Haidar, Rangoon. 

Of these the majority were opposed to the grant of protection to the 
Oil industry, the proposal being supported only bv the Burma 
Chamber of Commerce, Messrs. Gillanders, Arbnthnot and Com¬ 
pany, Calcutta, and Mr. M. A. J. Noble who is a member of the 
Bombay Committee and the Rangoon Advisory Board of the British 
Bur.ruah Petroleum Company, Limited. The oral evidence of the 
applicant companies was recorded at Rangoon on 24th, 25th, 26th, 
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27th and 28th April and on 1st and 2nd May, 1928, at Maymyo on 
9th, 17th and 18th May, 1928. The cost accounts of all applicant 
Companies were produced for examination by the Board, but all 
information regarding the costs of production was supplied in confi¬ 
dence. It has not, therefore, been possible to set forth the financial 
position of the different Companies after a critical examination of 
the costs of producing and refining the crude oil, nor indeed for the 
purpose of this summary enquiry does this appear necessary. For 
our immediate purpose it appears sufficient to set forth the effect 
of recent reductions in prices of oil products, both those caused by 
the price war and those resulting from changed economic conditions 
in the principal countries of supply, on a consideration of the 
recent balance sheets and profit and loss accounts of the Companies 
concerned. We desire to state, however, that our conclusions so 
formed have been checked by an examination of the costs. The 
figures which we have given must not be taken as indicating that 
losses cannot be further reduced of profits increased by the intro¬ 


duction of measures of economy, or variations in expenditure which 
have occurred in the period subsequent to that for which the balance 
sheets under consideration have been framed, hut they may be 
considered as representing the maximum reduction in profits which 
is likely to occur in existing circumstances on the prices supplied 
by the Companies. Our figures indeed may be found to vary from 
those which an examination of the more recent costs reveals. But 
such variation is inherent in the method which the limitations of 
this enquiry impose on us. We are satisfied that the validity of 
our general conclusions is not affected thereby. 

5. We desire to acknowledge the assistance which we have re¬ 
ceived in the course of our enquiry from the representatives of the 

Acknowledgments. ™ rious . M Companies. In particular, the 
•Human Oil Company, though not primarily 
an applicant for protection, has throughout the enquiry readily 
supplied us with all the information which we have required. We 
desire also to acknowledge the assistance we have received from 
Dr. J. Coggin Brown, D.Sc., O.B.E., our technical adviser. 
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CHAPTER i. 

The Indian Oil Industry. 

1. The production of petroleum in India is at present confined 
to three areas, namely, the Attock District of the Punjab, Assam 
Areas of petroleum and Burma. The control of each of the 
production. first two fields is in the hands of a single 

company, viz., the Attock Oil Company and the Assam Oil Com¬ 
pany. By far the most important petroliferous area is in Burma 
and it is from the Burmese fields that more than nine-tenths of 
indigenous petroleum is obtained. The best known and oldest field 
in Burma is the Yenangyaung field, which lies two miles east of 
the Irrawaddy a few miles north of ilagwe. The number of wells 
in this field held by the largest companies operating in Burma is as 
follows: — 


The Burmah Oil Company . 

The British Burmah Petroleum Company 
Rangoon Oil Company 
Indo-Burma Petroleum Company 


1,650 

113 

118 

116 


It is now generally recognized that production in the Yenangyaung 
field is on the decline and the Companies have in recent years looked 
to other areas to supply the deficiency. 

2. The Yenangyat hills are situated on the right bank of the 
Irrawaddy in the Pakokku District. On the south they are cut 

0 . „ , tt , . through obliquely by the river and this 

mgu an enang a . southern continuation forms the oil field of 
Singu. While the production of the Yenangyaung field has de¬ 
clined, that of Singu has steadily risen and last year reached 
98,700,000 gallons of crude petroleum. The field comprises an area 
of some 12 square miles, of which some 5 square miles are in the 
hands of the Burmah Oil Company, 2 square miles are held by the 
British Burmah Petroleum Company and one square mile by tbe 
He.ssford Development Syndicate. North of the Singu field lies 
the Yenangyat field. This field has been almost fully exploited 
and is rapidly being exhausted, the total output in 1927 being 
1,844,946 gallons. 

3. Tbe Minbu field runs from some five miles north-west of 
Minbu to the border of Thayetmyo District on the south, extending 

Minbu field. 20 output, of this field in 

1927 was 5,199,950 gallons. 
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4. The Indaw field lias not been geologically surveyed and little 
information is available. The output in 1927 was about 181 lakhs 

,. of gallons. The oil is conveyed by a pipe 

Tndaw ia . H ne to the Indo-Burma Petroleum Com¬ 

pany’s refinery at Panthay. There are 20 producing wells at 
present. The whole area is under the control of the Indo-Burma 
Petroleum Company and production is believed to be capable of 
considerable expansion. The field is remarkable for the large quan¬ 
tities of natural gas which it produces, much of which has been 
wasted in the past. 

5. There are two fields in the Thoyetmyo District. The 
Padaukpin field is 1 -8 square miles in area and is situated eight 

miles north-west, of Thavetmvo. It is under 
Tlniyetinyo oilfields. tke ( , mirol of the l„do-Burma Petroleum 

Company. Fifteen wells have been drilled, eight of which have 
been abandoned. The Yenanma oilfield is also held by the Indo- 
Burma Petroleum Company, the lease being for half a square mile. 
The limit of economic spacing has already been reached and apart 
from the possibilities of deeper production, output must steadily de¬ 
cline. The production of Thayetmyo district was, in 1927. 999,500 
gallons. It appears, therefore, that with the exception of the Singu 
and Inflaw fields, production in the Burma fields has already reached 
its maximum and must decline in. future, save in so far as pro¬ 
duction may he increased by deeper drilling or the discovery of 
extensions of the oil bearing strata,. On the other hand, the possi¬ 
bilities of both the At,took and the Assam fields are considerable. 
In the Attook field production has in the last year nearly doubled 
and deep drilling which has been undertaken in the Khaur field 
is considered to have given most promising results. In the Assam 
field development work has been on an extensive scale since the 
Burmali Oil Company obtained control of the Assam Oil Company 
in 1921. Production which in 1922 stood at 5 million gallons of 
crude had by 1927 risen to 22 million gallons. An extension of 
production in both these fields in the future is generally accepted 
as being by no means improbable. It will appear, therefore, that 
in order to maintain the oil production of India at its present level, 
it is a matter of some importance that the Oil Companies should he 
in a position to continue prospecting and development work. 

6. In considering the industry as a whole and also with refer¬ 
ence to individual companies, we shall have occasion to refer briefly 

.. Jo such matters as competitive drilling, gas 

conservation and the like, borne explana¬ 
tion of such terms is required and in the following paragraphs we 
have endeavoured to set forth briefly the main features of the 
industry which have a direct hearing on this enquiry. Petroleum 
deposits occur in strata of porous rock such as sandstone at varying 
depths below the earth’s surface with a layer of impervious rock 
both above and below the oil sand. The method of extraction is 
by drilling wells into the area or pool where the deposit occurs. 
Crude oil exists under pressure caused by imprisoned natural gas 
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which is almost universally associated with petroleum. This gas 
may either he free or held under pressure in the crude oil. When 
an oil bearing stratum is first tapped by a well, the free gas at first 
escapes. At a later stage, as the pressure declines, the gas con¬ 
tained in the crude oil is released and also makes its way into the 
well and thence to the surface. This gas brings with it the more 
volatile elements of the crude which may be recovered in the form 
of petrol by the process known as stripping. The stripped gas 
forms an important fuel for the generation of power in the oil fields. 
As the gas escapes into the well, it draws with it the crude oil 
from the porous rock in which it is contained and forces it to the 
surface. But the gas is more, mobile than the oil and slips through 
the pores of the sand more readily and escapes at a more rapid rate. 
The pressure is exhausted long before all tbe oil lias been recovered. 
Only a portion (estimated by the best authorities at about 35 per 
cent.) of the crude oil existing in an oil bearing stratum can be 
won by modern drilling methods and the amount of recovery 
depends almost; entirely on the pressure of the gas. It is therefore 
of the utmost importance if a country is to derive the full benefit 
of its oil resources— 

(1) to utilize surplus gas to fhe utmost as a source of power; 

(2) to recover all petrol from the gas before so using it; 

(3) to conserve gas pressure in the wells so as to obtain the 

maximum output of oil. 

7. Since oil is migratory and will travel underground, it often 
happens that oil located on one lease can be tapped by wells sunk 

r *... , on a neighbouring concession. Further, the 

« amount of oil which can be extracted from 

any one pool is not unlimited. Within limits the greater the 
number of wells sunk ihe greater the production, at any rate at the 
commencement of operations, though with proper spacing of wells 
the ultimate recovery of oil is considerably increased. Where an 
oil bearing area can be tapped from two or more concessions, a race 
in drilling ensues. Although in certain circumstances tbe oil raised 
to the surface may thereby he increased, since the cost of' sinking 
a well may be anything between £5,000 and £10,000, tbe cost of 
oil extraction per unit is much enhanced. This is particularly the 
case when, as often occurs, the necessity for speed in operation 
under competitive conditions leads to .expensive preparations for 
drilling which in the light of subsequent information have to be 
abandoned. 

8. The most economical method of transporting crude petroleum 
is by means of a steel pipe through which the oil is pumped to the 

refinery. The pipe line is often of great 
ie pipe me. length. In America pipe line systems of 

1,000 miles or more occur. Thus the Sinclair Consolidated Oil 
Corporation in 1920 operated approximately 2,800 miles of pipe 
line. The only companies in India which own a pipe line con¬ 
necting with the refinery are the Burmah Oil Company, the 
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Attock Oil Company and the Indo-Burma Petroleum Company. 
Tlie length of the Burmah Oil Company’s line which extends from 
the oilfields to Rangoon is some 275 miles, while that of the 
Attock Oil Company to the Rawalpindi refinery is 54 miles. The 
Indo-Burma Petroleum Company’s line extends from the Indaw 
field to the refinery at Panthay, a distance of 27 miles. The 
Burmah Oil Company has been declared a common carrier in 
respect of its line, hut for various reasons, the chief of which is 
perhaps the possibility of the mixing of different grades of crude, 
none of the other companies have so far transported their petro¬ 
leum through the Burmah Oil Company’s pipe line. 

9. The crude oil is conveyed to the refinery through the pipe 
line, or in the case of some Indian companies by boat, and is there 
,, . subjected to different refining processes to 

ie ie Ding jnoce&s. extract the various products. The following 

are the main petroleum products manufactured iu the Indian 
refineries: — 

Superior kerosene. 

Inferior kerosene. 

Petrol. 

Lubricating oil. 

Wax. 

Jute hatching oil. 

Turpentale. 

Diesel fuel. 

There are other products also, such as Windsor oil, Absorption oil 
and Asphalt, hut these are not produced in sufficient quantities to 
affect materially tl^e finances of the smaller companies which we 
are considering in this enquiry. It is necessary to note that the 
relative proportion of even the main products can be varied to a 
considerable extent without any radical change in the processes 
employed. By utilizing the American process of cracking the 
crude oil under great pressure after removing the more volatile 
elements, a considerable increase in tile output of petrol and superior 
kerosene can be obtained. This process has been adopted on a com¬ 
mercial scale in India by the British Burmah Petroleum Company 
and has so far only been applied to the residue of the crude after 
extraction of superior kerosene, inferior kerosene and wax by the 
ordinary processes. 

10. The following are the Oil Companies 
Indian Companies. which constitute the indigenous petroleum 
industry; — 

The Burmah Oil Company, Limited. 

The Assam Oil Company, Limited. 

The British Burmah Petroleum Company, Limited. 

The Rangoon Oil Company, Limited. 
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The Indo-Burma Petroleum Company, Limited. 
The Hessford Development Syndicate. 

The Attock Oil Company, Limited. 

The Irrawaddy Petroleum Syndicate. 

The Moola Oil Company, Limited. 

The Indo-Burma Oilfields, Limited. 

The Thilawa Refineries (Burma), Limited. 


Of these the latter has ceased working, being unable to obtain 
supplies of crude oil. The Indo-Burma Oilfields, Limited, is in the 
hands of a receiver on behalf of the debenture holders and produces 
a small amount of crude oil only. Both the Irrawaddy Petroleum 
Syndicate and the Moola Oil Company are' in the initial stage, 
having been reorganized recently and being in the course of 
drilling for oil. 

11. The Burmah Oil Company has advanced the Assam Oil 
Company 45900,000 and holds 9U per cent, of the share capital of 

that Company. The British Burmah Petro- 
Relation of different p ?um Companv has no separate marketing 

organization but utilizes, the agency of the 
Burmah Oil Company for the sale of its products. The Rangoon 
Oil Company is practically identical with the British Burmah 
Petroleum Company, the latter Company holding 90 per cent- of 
shares in the former. The Rangoon Oil Company produces only 
crude oil, the whole of which is sold to the British Burmah Petro¬ 
leum Company. The Indo-Burma Petroleum Company under the 
management of Messrs. Steel Brothers has its own marketing 
organization and is in no way connected with the Burmah Oil 
Company. It holds 33,000 out of a total of 250,000 shares in the 
Hessford Development Syndicate which is a private company, 
while Messrs. Steel Brothers hold 60,402 shares. The companies 
are, therefore, very closely associated. The Attock Oil Company 
is under the management of Messrs. Steel Brothers who also hold 
446,805 of the shares but utilizes tbe Burmah Oil Company’s 
organization for tbe marketing of its products. Tbe Company’s 
wells and refinery are situated in Attock District in the Punjab. 
With tbe exception of this Company and the Assam Oil Company 
all the Companies conduct their operations in Burma while the 
main refineries are situated near Rangoon. 


Two 

panies. 


groups of com- 


12. It will be seen that the Companies fall into two independent 
groups, one comprising the Burmah Oil Company, The Assam Oil 
Company, The Rangoon Oil Company and 
The British Burmah Petroleum Company, 
the other the Indo-Burma Petroleum Com¬ 
pany and the Hessford Development Syndicate. The Attock Oil 
Company occupies an intermediate position having the same manag¬ 
ing agents as the Indo-Burma Petroleum Company but utilizing 
die marketing agency of the Burmah Oil Company group. It is 
perhaps desirable here to explain that the Asiatic Petroleum Com- 
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pany (India), Limited, was until recently the marketing organiza¬ 
tion of the Royal Dutch Shell Group of oil companies in India, 
its function was sale only and it was in no way concerned with the 
production or refining of oil. Since December last its business has 
been taken over by the Rurumh Shell Oil Storage and Distributing 
Oompany of India, Limited, a Company formed in that month to 
amalgamate the marketing organizations in India of the Burmah 
Oil Company, Limited, and the Asiatic Petroleum Company 
(India), Limited. 

PL The Burmah Oil Company was formed in 1902, being a 
reconstruction of a company formed in 1886. Its original capital 

was £1,145,114 of which £980,000 were 
The Buimah Oil Com- 0J . (]inurv s J,. n . es aJul £165,114, 6 per cent. 

pdiiy . • ii i-i 

preference shares. In the early days of its 
existence it had to face very strenuous competition from the Royal 
Dutch tShell Group and in the price war which extended from 1895 
to 1905 the maximum reductions in price by the Burmah Oil Com¬ 
pany were 10 annas for superior and Rs. 1-8-0 for inferior kerosene 
per unit of 8 gallons, and allowing for difference in money values 
at that time it is probable that the price war was at least as intense 
as that at present prevailing. The price war came to an end in 
1905, the Royal Dutch Shell Group and the Burmah Oil Company 
coming to an understanding by which the indigenous companies 
were given the first right to the Indian market, it being understood 
that any deficiency in the supply should be supplied by the Royal 
Dutch Shell Group. In the same year the Burmah Oil Company 
initiated their maximum price policy under which 195,000 tons of 
inferior kerosene were priced at a maximum price of Rs. 2-14-0 per 
unit plug duty. By this agreement the possibility of competition 
from the only source of oil supply near India, -vk.', the Dutch Last 
Indies, was eliminated, while the combination of the Royal Dutch 
Shell Group and the indigenous companies gave then! effective 
control of the Indian market. The geographical position of these 
companies afforded them such advantages by way of freight and 
other charges as to deprive the Standard Oil Company of the power 
to initiate a price war with any hope of success, and in fact up to 
the present time the policy of the Standard Oil Company has been 
to follow the prices fixed by the Royal Dutch and the Burmah Oil 
Company’s organization. During the period .subsequent to 1905 
conditions remained practically "unchanged save in 1911 when, 
according to the evidence of the Asiatic Petroleum Company’s 
representative, that Oompany attacked the Standard Oil Company 
in order to check the expansion of its trade. The Burmah Oil 
Company also became involved in this war. The maximum reduc¬ 
tions in price by the Burmah Oil Company were Rs. 1-2-0 per unit 
of 8 gallons for superior and Rs. 1-4-0' for inferior oil. There 
have, therefore, been two occasions when the Burmah Oil Company 
has been involved in a price war comparable in intensity to the 
present price war. On each occasion the inherent strength of 
the Company has enabled it to survive and no lasting injury lias 
been caused to the indigenous industry. 
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14, The following Table shows the ex- 
I inancial piogiess. pans ion of the Company’s issued capital: — 


— 

Ordinary. 

Preference 

Total. 


£ 

£ 

£ 

Original . 

980,000 

165,114 (6% £1) 

1,145,114 

1903 

11,356 (subscribed) 

200 (6% £1) 

1,156,670 

1904 

108,044 „ 

84,686 (6 % £1) 

1,350,000 

1905 


500,000 (6 % £10) 

1,850,000 

1907 

. 

250,000 (6% £10) 

2 ,100,000 

1909 

170,000 (subscribed) 


2,270,000 

1910 

635,000 (bonus) 

.... 

2,905,000 

1918 

952,500 


3,857,500 

1920 

2,286,000 

— 

6,143,500 

1921 * 

7,462 (subscribed) 

8,003,000 (8% £1) 

9,150,962 

1922 

120 

. 

9,151,082 

1923 

110 


9,151,192 

1926 

1,717,064 (bonus) 

. 

10,868,256 

Total 

6,868,256 

4,000,000 

10,868,256 


In addition, in 1903, £500,000 debentures were outstanding, but 
the se were all paid off by 1913. Of the Ordinary capital of 
.£‘0,8(18,25(1, £*5,590,564 represents bonus shares. The following 
distributions of dividends have been made on ordinary shares: — 


1902 ) 

1903 V. 

1904 ) 

1905 
190G 

1907 ) 

1908 b 

1909 1 

1910 

1911 

1912 


lVrannum. 
15 per cent. 


10 

20 


30 


20 

15 

20 


JJ 


) J 
fj 
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1913 5 

1914 V . . . 

1915 ) 

1916 

1917 

1918 

1919 

1920 

1921 l 

1922 l ' 

1923 J 

1924 

1925 j ‘ 

1926 

1927 


Pel' annum. 


27i per cent. 


It appears, therefore, that an original holder of £100 shares in 
this Company would now hold shares of the nominal value of £540, 
which at present market quota t ions would he worth over £2,400 and 
in the period 1902—1927 would also have received dividends of over 
£ 1 , 000 . 

15. This Company was formed on 8th February, 1909, to acquire 
as a going concern the mineral oil business carried oil by Messrs. 

T , „ _ A. S. Jamal Brothers and Company. The 

Company. whole ot the ordinary share capital was held 

by Messrs. Steel Brothers and Company, 
Limited, and Messrs. Jamal and Company, Limited, until the end 
of 1921 when Messrs. Jamal Brothers and Company disposed of 
their shares. Messrs, Steel Brothers now hold 69 per cent, of the 
ordinary shares. The following Table gives the financial history 
of the Company : — 


Ordinary Capital. 



Rs. 


1909 

75,00,000 


1911 

87,20,000 

(Rs. 12,20,000 subscribed). 

1912 

93,38,000 

(Rs. 6,18,000 subscribed). 

1921 

. 1,54,42,200 

(Rs. 56,50,000 bonus). 

(Rs. 4,54,000 subscribed). 

1922 

1,55,95,000 


1925 

59,26,100 


1926 

68,61,800 

(Rs. 9,35,700 bonus). 


Preference Capital. 


1927 . . . 30,00,000 


In 1925 the capital was reduced, the shares in the Attock Oil 
Company held by the Indo-Burma Petroleum Company being dis- 
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tributed to shareholders. Dividends have been uniformly high, 
the lowest being 81 per cent, in 1911 and the highest 75 per cent, 
in 1919, the average between these years being just under 27 per 
•cent. 


1G. The Attock Oil Company was registered in 1913 to exploit 
certain areas at Ehaur in the Attock District of the Punjab. The 
, „ capital was originally £‘25,000 in ordinary 

* ttoc 1 ompany. s h ares . It was increased to £75,000 in 1916 
and to £575,000 in August, 1919. In March, 1921, a further issue 
•of 500,000 £1 shares was made at a premium of £2 each. Subse¬ 
quently the premium was capitalized by the allotment of a further 
£425,000 ordinary shares and the present capital stands at 
£1,500,000, Dividends have been paid at 6 per cent, in 1923 and 
at 10 per cent, in 1924, 


17. The British Burmah Petroleum Company was formed in 
1910 to acquire a controlling interest in the Rangoon Oil Company 
and to purchase the properties of the Rangoon 
British Burmah Petro- Refinery Company and the Aungban Oil 
leum Company. Company, Limited. The Company now 

holds 90 per cent, of the shares in the Ran¬ 
goon Oil Company. Besides extensive properties in the Yenang- 
yauug and Singu oilfields in Burmah, the Company has an interest in 
the Comodora Rivadavia Field in Argentine through the Eastern 
Petroleum and Finance Company, Limited. The capital was 
originally £2,500,000 in £1 shares, hut was reduced to £1,000,000 
in 1914 by writing off 12 shillings a share. In November, 1919, 
525,772 shares of "8 shillings each were issued at a premium of 
12 shillings each. The capital, therefore, now stands at 
£1,240,000 in 3,100,000 shares of 8 shillings each. The premium 
on the last issue of shares, viz., £315,463, was utilized in writing 
off the value of 100,000 £1 shares in the Eastern Petroleum and 
Finance Company and this asset no longer appears 'in the balance 
sheet. The balance was transferred to the reserve and contingent 
reserve accounts. The Company has made two issues of debenture 
stock. The first was made in October 1910, to the value of 
£524,908. The trust deed provides that a sum of £25,000 shall he 
set aside to provide a sinking fund for the redemption of the stock 
at 110 per cent, by yearly drawings. The debenture stock is re¬ 
payable at 110 per cent, in 1932. The second debenture is for 
£600,000 repayable at 105 per cent, on or before November, 1936. 
Provision is made for the payment annually of £42,000 into a sink¬ 
ing fund; but this payment is not enforceable save to the extent of 
the profits of the Company. The Company’s balance sheet for 
1927 shows that £412,846 of the first debenture stock and £167,943 
of the second debenture stock have been paid off. The dividends 
of this Company have been moderate, varying from 20 per cent, in 
1919-20 to nil in 1923-24. The average dividend between 1916 and 
1927 is between 9 and 10 per cent. An agreement has been made 
with the Burmah Oil Company whereby that Company acts as 
selling agents in India and Burmah. 



10 


CHAPTER I. 


18. This Company was registered in 1909 and holds State leases 
over the Digboi and other oil bearing properties in North East 

Assam. Control of the Company passed to 
Assam Oil Company. ^ flle | iurmah 0i] 

Company in January, 1921, 
shareholders being offered .£2 cash for each Assam share, preference 
or ordinary, or one Burmah Oil Company ordinary £1 share for 
every 4-J- Assam shares, preference or ordinary. Capital has been 
issued to the extent of 90,000 7 per cent, cumulative preference 
shares and ,‘110,000 ordinary shares of £1 each. The total issued 
capital is, therefore, £400,(100. No bonus sh ares have been issued. 
The Company paid a small but fairly steady dividend which in the 
years 1917 to 1919 reached 8 per cent. Since the Burma!) Oil 
Company assumed control, no dividend has been paid probably on 
account of the extensive prospecting and development work which 
has been undertaken. 



CHAPTER II. 


The Kerosene Pool: Origin of price war: First term of 

reference. 


19. We have now given the chief financial features and history 
of the leading Oil Companies in India. The other smaller com- 
,, , panies call for no remark at this stage. The 
nnnmih (Jii Company, the premier oil coin- 
pany in India, hy its arrangement with those companies whose pro¬ 
perties are so situated as to enable them to offer formidable competi¬ 
tion in the Indian market, viz., Ilie Royal Dutch Shell Group and 
more recently the Anglo-Persian Oil Company, has secured an 
organization capable of controlling and fixing the price of oil pro¬ 
ducts in India. To understand how this control is exercised it is 
necessary to consider the working of the organization known as the 
Kerosene Pool. The following are the companies which contribute 
to the Pool: — 


The Royal Dutch Shell Group. 

The Burnt ah Oil Company. 

The British Burmah Petroleum Company, and 
The Assam Oil Company. 

The At lock Oil Company is a contingent contributor, no contribu¬ 
tion being made unless the production of oil is in excess of that 
required to supply its economic area. Within this economic area 
the Attock Oil Company uses the marketing organization of the 
Biirmah Oil Company to dispose of its oil. No contribution has as 
yet been made by this Company to the Pool. 

20. The principles governing the operation of the Pool have been 
explained to us as follows. In accordance with the maximum price 
policy of the Biirmah Oil Company, 195,000 
Principles of Kerosene tons of inferior oil is sold to the Pool at a 
fixed price of Rs. 2-14-0 per unit of 8 
gallons plus excise duty (8 annas). The contribution of 195,000 
tons is distributed among the companies as follows. The contri¬ 
bution is only made in respect of kerosene in excess of that ob¬ 
tained from 1,000 barrels of crude a day. The quantity of in¬ 
ferior kerosene in excess of this is contributed to the Pool in 
proportion to the volume of the production. It is claimed that 
the balance of inferior kerosene and all superior kerosene is con¬ 
tributed at a price not above and generally below the price of 
imported oil. The contribution of imported superior kerosene from 
the Royal Dutch Shell Group is made at a price corresponding to 
world market values at the time, while inferior oil supplied by the 
same Company is purchased at 4 annas less per unit of 8 gallons. It 
is claimed also that while the price of superior oil may fluctuate 
from one period to another above or below world parity, on the aver- 


( 11 ) 
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age the consumer obtains iiis kerosene well below world parity. Tbe 
prices paid by the Pool to its contributors are fixed every half year. 
The details considered in fixing the import price are as follows: —. 

(«) The current price f.o.b. American Gulf port. 

(h) Transport charges, 

(c) Import duty. 

(d) Profit at 10 per cent, on (ft) and (b). 

(e) Storage. 

21. The oil received by the Pool from the different companies is 
frequently mixed before sale. It is then sold at prices which it is 

Price received by Pool. estimated will cover the price paid to the con¬ 
tributing companies by the Pool, a difference 
being maintained between the price of inferior and superior oil, 
which in 1927 stood at Re. 1-6-0 per unit of 8 gallons. Any surplus 
or deficit in the price paid to the Pool over that paid by the Pool is 
adjusted in the price fixed for the succeeding period of six months. 

22. We have seen how the Burmah Oil Company by its arrange¬ 
ments with those companies operating in countries so situated as to 

afford opportunities for effective competition 
Pools control of prices. j u j[ iu |; n( ],' an market, secured to itself and 

its associated companies the power of controlling prices in India, 
and in fact since 1905 the price fixed by the Burmah Oil Company 
or the Kerosene Pool has been followed by the Standard Oil Com¬ 
pany and also by those Indian companies, such as the Indo-Burma 
Petroleum Company, which stand outside the Burmah Oil Com¬ 
pany’s organization. For the former owing to the distance of its 
sources of supply from the Indian market, any competition against 
the Royal Dutch Shell Group and associated Indian companies by 
way of a reduction in prices would have been a hazardous experi¬ 
ment. The independent Indian companies producing not one- 
twelftli of the output of the Burmah Oil Company alone, were in no 
position to challenge the policy of the Pool. The general position 
as regards the Pool’s control of prices has been entirely changed 
during the last year. 

23. The kerosene price war, which is the subject of our enquiry, 
is alleged to have originated by the purchase of oil by the Standard 

Oil Company from the Soviet Government of 

The price war. Russia, It is alleged that this oil has been 

obtained from properties from which tbe former owners have been 
expropriated without compensation by the Russian Government and 
which can therefore be and is being sold at uneconomic prices. The 
Royal Drrtch Shell Group, by whom certain of the Russian proper¬ 
ties were held before they were dispossessed by tbe Russian Govern¬ 
ment, protested against the action of the Standard Oil Company of 
New York and threatened, in the event of such oil being landed in 
India, to initiate a price war. On the 21st September, 1927, two 
days before the first consignment of Russian kerosene was landed, 
the Asiatic Petroleum Company, acting on behalf of the Royal Dutch 
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Shell Group and the Burniah Oil Company, announced a reduction 
in price of Re. 1 per unit of 8 gallons. This was followed by a 
further cut of 4 annas on the next day. The reductions continued 
and hy the middle of November had reached a total of Rs. 2-8-0 per 
unit in Bombay. Different portions of the country were differently 
affected, the smallest reductions being in Calcutta while Burma 
was not affected at all and Chittagong only to a small degree. From 
November prices gradually rose and at the present time stand at 
Re. 1-8-0 for superior and Re. 1 per unit for inferior kerosene below 
those existing before the price war was initiated. These reductions, 
were followed by corresponding reductions in the price of oil sold by 
the Standard Oil Company of New York. From the statements of 
the representatives of the Burniah Oil Company and the Asiatic 
Petroleum Company it appears probable that unless the Standard 
Oil Company of New York comes to terms, prices will he stabilized 
at somewhere about the present level. 

24. It, is not disputed that the initiative in this price war was 
taken hy the Royal Dutch Shell Group and that the Standard Oil 
Company merely followed the reductions 
'auses of the war. made by its rivals. The ostensible 
reason for the price war was the sale of Russian oil, stated 
to he ‘stolen oil’, in India. The real cause appears to be 
somewhat different. It has been shown that the Burmah Oil Com- 
pany by its arrangements with all producing companies operating 
in countries comparatively close to India, obtained control of prices 
and rendered it difficult i'or the Standard Oil Company, so long as 
prices were based on American Gulf prices, to sell at a lower level 
in the Indian market. The position is now changed. By obtaining 
its supplies from Russia, the Standard Oil Company, apart from 
any question of the price at which the oil is supplied, has a definite 
advantage by a reduction in the distance from India of its source of 
supply. The freight from Batoum is 11 annas per ton against 
Re, 1-3-0 from American Gulf ports. There is also a reduction in 
leakage and in insurance fees, while the capital invested in oil is 
locked up for a shorter time. The total advantage thus obtained is 
not less than 8 annas a gallon. The Standard Oil Company is thus 
in a much better position to challenge the position of the oil ring in 


India by reducing prices whenever it considers the time most oppor¬ 
tune. The representative of the Asiatic Petroleum Company has 
admitted that even though the Standard Oil Company were to 
import oil not from Russia hut from Africa, Arabia, or any country 
situated nearer to India than America, a price war would have been 
commenced hy the Royal Dutch Shell Group. While considerations 
of the interests of expropriated oil companies in Russia may have 
played some part in determining the policy of the Royal Dutch Shell 
Group, it is at least equally the aim of the price war to force the 
Standard Oil Company into recognition of the arrangements of the 
Indian oil ring. The Indian market for petroleum is rapidly in¬ 
creasing, especially for petrol. If the Standard Oil Company were 
confined to American supplies, this increase would he mostly to the 
benefit of the Royal Dutch Shell Group and the Anglo Persian Oil 
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Company, the position of the latter company in the Indian market 
having recently been recognized by the former company; for the 
freight from America is high while taking a long view there may be 
a possibility of a shortage in the American supply of the Standard 
Oil Company. The acquisition of Russian supplies places the 
Standard Oil Company in an advantageous position. The necessity 
for reducing prices arises only if there is a dispute as to the division 
of the Indian market, more particularly as regards the increase in 
the Indian demand. How this increase is to be allocated hereafter 
between the Standard Oil Company, which has mainly held the field 
in the import trade in India, and the Royal Dutch Shell Group and 
Anglo Persian Oil Company with nearer sources of supply, seems 
to be the underlying motive of the price war. 

2o, It is suspicion of the future course of action of the Standard 
Oil Company which has probably determined the attitude of the 

. . , Indian members of the Kerosene Pool. It 

companies 6 ° " ian has been represented to us that the war has 

been initiated by the Royal Dutch Shell 
Group and that the Indian companies have been forced into unwil¬ 
ling participation, since their prices could not be maintained if the 
prices of non-Indian companies were reduced. This appears to us to 
be a very incomplete account of the position and it is not entirely 
supported by the facts which have come to our notice. Under the 
agreement with the constituent companies, six months notice was 
required before the Kerosene Pool could have been dissolved. It is 
admitted that the Indian companies could, had they so desired, 
have insisted on the maintenance of prices until the end of Decem¬ 
ber, hut they waived their rights under the agreement and reduc¬ 
tions in price actually occurred in September. This in itself is a 
matter of no great importance since, had the Indian companies 
chosen to insist on their rights, such action might merely ha ve 
deferred but not avoided the price war. Even the statement con¬ 
tained in the letter of the Burnmh Oil Company to its agents that 
“it is out to take every unit of trade from, the Standard Oil 
Company ” may be explained on the ground that once the Indian 
companies were involved in the war it was desirable to push it to a 
quick conclusion. 

20. There are, however, two other matters which have come to 
our notice. The first is that the Royal Dutch Shell Group 
are paying to the Burmah Oil Company 
Consideration for and the other Oil Companies which were 
port. 1111 compwi ' ah * U1 ’" members of the kerosene ring, half the differ¬ 
ence between Indian oil prices and Chinese 
prices of oil, and the second is that the Anglo Persian Oil Company, 
in which the Burmah Oil Company has a very large holding, was 
given a share in that paid of the Indian market which could not he 
supplied by the indigenous production. The fact that the Burmah 
Oil Company and other companies might receive compensation for a 
portion of the losses incurred was a material fact having a possible 
bearing both on the financial position of the companies and on the 
claim for protection. It was not brought to the notice of the Govern- 
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menfc of India when, the Companies first applied for protection. It has 
been explained to us that the matter was not disclosed in the joint 
representation, dated the 15th December, 1927, because some of the 
signatories to that representation were not affected by the arrange¬ 
ment while there was no evidence at that time that any relief would 
result. The matter involving as it did the recognition by the lioyal 
Dutch Shell Group of the claim of some of the Indian Companies 
to compensation was clearly of great importance and we cannot but 
regard this omission, whether intentional or not, as singularly un¬ 
fortunate. It appears to us that this agreement to grant compen¬ 
sation, taken with the concession to the Anglo Persian Oil Com¬ 
pany, constitutes the inducement offered to the Bunn ah Oil Com¬ 
pany group for their assistance in the price war. The Bramah Oil 
Company has represented that though the compensation arrange¬ 
ment was discussed with the Asiatic Petroleum Company at the 
opening of the rate war, agreement Was not reached until some 
time after the outbreak while the negotiations between the Asiatic 
Petroleum Company and the Anglo Persian Oil Company regard¬ 
ing participation in markets were not confined to India but in¬ 
cluded other Pastern countries ami bad been carried on f'oi a consi¬ 
derable time before the opening of the rate war in India. Agree¬ 
ment in principle had been reached at about the beginning of 
July before there was any sign of the dispute in India. Lt is 
argued, therefore, that the arrangements between these two 
companies had no connection with the losses incurred owing to 
the price war. Since the question of compensation was dis¬ 
cussed at the opening of the war, it appears clear that this con¬ 
stitutes to some extent, the price of the Indian Companies' 
support. As regards the arrangement with the Anglo Persian 
Oil Company, it is admitted that the importation of Russian 
oil into India by the Standard Oil Company emphasized the truth 
of the Anglo Persian Oil Company’s contention that there was no 
reason why they should keep out of the Indian market which lies so 
to speak at their door. Further, the concession which the Standard 
Oil Company of New York obtained from the Soviet Government, 
appears to have been arranged in the latter half of 1926, some time 
before any agreement was arrived at regarding the Anglo Persian 
Oil Company’s future position in the Indian market. This conces¬ 
sion togfche Anglo Persian Oil Company, in which the Burmah Oil 
Company has a large stake, coming at such a time cannot have fail¬ 
ed to influence the Burmah Oil Company in the direction o^joining 
forces with the Royal Dutch Shell Group. Remembering that the 
agreements entered into by the Standard Oil Company for oil from 
a. Russian port threatened the market arrangements of the Burmah 
Oil Company and fits associates, it is easy to understand the attitude 
of the Indian industry. We believe, therefore, that the Burmah 
Oil Company consented to and actively supported the price war 
initiated by * the Royal Dutch Shell Group, while the associated 
Indian companies under their arrangements with the Burmah Oil 
Company were compelled to follow the lead given by the premier 
Indian Company. 
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27. The first of our terms of reference requires us to determine 
what price for kerosene should he taken to he equivalent 
w ,, .. to world parity at Indian ports and the extent 

01 pau y ' to which current prices are below that level. 

As we have seen in the previous paragraphs the Oil Companies claim 
that the equivalent of world parity at Indian ports is the. price of 
imported oil as determined by the principles of the Kerosene Pool, 
and it is necessary to decide whether this or some other interpreta¬ 
tion of the term is to be accepted. The question of world parity is 
not free from difficulty. The price of oil fluctuates from day to day 
and is also liable to violent disturbance in periods of flush produc¬ 
tion, such as has recently occurred in America. The determination 
of any definite figure as representing over a long period the general 
level of prices of such a commodity is clearly impossible. The 
expression ‘ world parity price ’ is generally used to indicate that 
price which determines the level of oil prices throughout the world. 
In this sense we should reply that since America accounts for nearly 
80 per cent, of the world’s oil production, the American f.o.b. price 
at the largest centres of export, namely the Gulf ports, may he con¬ 
sidered the world parity price, and we understand that this inter¬ 
pretation is in general accord with the opinion of the oil trade. 

28. Since for reasons already stated, any prospect of stable oil 
prices is extremely remote it will serve no useful purpose to attempt 
to forecast the level of future prices on the 
basis of an average of prices during any fixed 
We are required to compare the 


Current Gulf 
price taken as 
parity. 


f.o.h. 

world 


period. 


current prices of oil wfith the equivalent of 
world parity at Indian ports, and for this purpose it appears natural 
to take as the world parity price the current level of the American 
Gulf price. There is another reason for this course. The Oil indus¬ 
try has recently been passing through a cycle of over-production, 
largely due io ‘ flush ’ production in new fields in America. Such 
conditions last for a time only. Recently restriction of production 
has been introduced in various fields in America and there has been 
a tendency in the last six months in some of the more important oil¬ 
fields for the price of crude- petroleum to rise. No great improve¬ 
ment can he expected in the near future so long as potential sup¬ 
plies are in excess of demand, but we understand that the situation, 
is now regarded as past the worst, thanks to determined efforts to 
control production*. We think, therefore, that if we take the pre¬ 
sent le^el of American Gulf prices as indicating world parity, our 
report is more likely to represent the facts accurately at the time it 
is considered by the Government of India than if we took an aver¬ 
age price for any period during the last two years. 

29. The applicant companies have furnished us with Reuter’s 
Petroleum Service quotations, f.o.b. New York, from which it 
appears that the price of Standard white 
Price figures. kerosene on 23rd April (the last quotation 

furnished to us) was 7 cents, per American gallon. Gulf prices are 
usually half a cent, below New York prices and it would appear, 
*Vide National City Bank of New York Circular, April 1928. 
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therefore, that the Gulf f.o.b. price at that date was 6-50 cents, per 
American gallon. In a telegram dated 24th April, 1928, to the 
address of their Indian Manager, the Standard Oil Company of New 
Fork states that there is no posted bulk price f.o.b. Gulf ports and 
that lleuter’s cables are merely indications of market conditions 
based on occasional reports of sales made for export. The Company 
in the same telegram states that the New York f.o.b. price for petro- 
lite oil was 6-25 cents, which would indicate a Gulf f.o.b. price of 

5- 75 cents, per American gallon. It is not clear, however, to what 
quality of oil the price refers or on what scale transactions took 
place. From the prices as given in Reuter’s cables supplied by thp 
applicant companies, it appears that New York prices, which in 
July 1927 stood at 5-75 cents, steadily rose and reached on 23rd 
April 7 cents per American gallon. We are aware that actual 
transactions in the market may take place at lower rates than 
Reuter’s quotations. But in the varying circumstances under which 
actual sales are made, no uniform rate can be presumed. On the 
whole we think that Reuter’s quotations afford a reliable indication 
of the current level of prices for the purpose of determining world 
parity. It appears to us, therefore, that a New York price of 7 cents 
corresponding to a Gulf price of 6-50 cents, per American gallon 
fairly represents the present level of prices. The equivalent of 

6- 50 cents per American gallon is Re. 1-12-7 per unit of 8 Imperial 
gallons. 

30. It is by no means easy to determine what is the equivalent 
of this price at Indian ports. The Oil Companies claim that the 
import price as calculated for the purpose of 

pari?yIt 1 In t dian° f po^ rld ^ * e ™ 9ene P ° o1 sh °. uld be ?° ^garded. On 
this interpretation the equivalent of world 
parity at Indian ports e^-installation would be as follows: — 

Rs. A. P. 

F.o.b. Gulf price 6'50 cents per American gallon 


or 63 cents per unit of 8 gallons . . . 1 12 7 

Freight .........130 

Leakage and insurance.0 0 6 

Profit 10 per cent, on c.f.i. . . . . . 0 4 10 

Import duty and other charges . . . . 18 6 


4 13 5 per unit 

- of 8 

gallons. 

Freight is the same to all Indian ports though running charges to 
the different ports vary slightly. The freight has been calculated 
by the applicant Companies on the basis of a time charter at 
eight shillings per dead weight ton per month and the figure 
has been agreed to by all the Companies as an item in the cal¬ 
culation of world parity price. It may be pointed out that there 
has been a heavy fall in freight charges from 12 shillings 6 pence 
in 1927 to 8 shillings per dead weight ton. 

31. There arc however two adjustments to be made. The world 
parity price as detailed above is the price which in the past the Pool 
has paid to the Royal Dutch Shell Group for 
Adjustments. imported superior kerosene. We understand 
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that of the 10 per cent, profit charged in the Pool’s calculation of 
world parity, half is paid by the Royal Dutch Shell Group to the 
Kerosene Pool for its services in connection with distribution. Pro¬ 
fit as an item in the cost at Port should therefore be reduced to 5 per 
cent, and the world parity price would then be Es. 4-11-0 per unit 
of 8 gallons. There is another point to be considered. There are 
two grades of kerosene made in India, superior and inferior. 
Inferior oil of the quality made in this country is not produced else¬ 
where, and the world parity price applies only to superior oil. At 
the same time no comparison of the equivalent of world parity price 
at Indian ports with current prices would be reasonable, unless 
account is taken of (he fact that of the total Indian output, inferior 
quality accounts for two-thirds and superior for one-third. 
No world parity price exists for inferior kerosene of Indian quality. 
There is, however, an inferior kerosene of somewhat superior quality 
imported by the Kerosene Pool and mixed with their inferior kero¬ 
sene. The price of this we have been informed is some 4 annas 
below world parity, or on the figure given above Es. 4-7-0. Taking 
the average of these two prices in the proportion which Indian 
superior bears to Indian inferior kerosene, we obtain an average of 
Es. 4-8-4 per unit of 8 gallons. 

82. There is, however, another way of regarding the question of 
world parity. Large quantities of Russian oil are now imported 

Another 
valent of 

and the 

for calculation rather than American prices and the freight 
from Gulf ports. It is alleged that Russian oil is obtained at un¬ 
economic prices. We have no precise information on this point, 
but assuming that Eussian oil was purchased at Gulf f.o.b. prices, 
it may be claimed that it could he landed in India at lower prices 
than the world parity price as understood by the Kerosene Pool. 
Freight from Batoum is 8 annas less per unit than freight from 
America. Since the transport from Batoum takes about half the 
time of transport from America, charges for insurance and loss by 
leakage should be halved and will then stand at 3 pies. In the 
same period double the quantity of oil can be shipped from Batoum 
as from America and it would be reasonable therefore to reduce the 
rate of profit from 5 to 24 per cent. Other charges remain unchang¬ 
ed. We thus obtain the' following figure as the equivalent of world 


into India and the question may well be askeu 
wmld °arit qUl w heth4r in determining the equivalent of 
woi pan y. W0I .]j purity at Indian ports, Eussian prices 

freight from Batoum should not be taken as the basis 


parity at Indian ports— 

(a) World parity price 
(h) Freight . . 

Leakage and insurance 
(c) Import duty . . . 

qf) Profit at 2i per cent, ou (a) and (b) 
Storage ...... 

fe) Other charges. 


Rs, a. i>. 
1 12 7 
OH 0 

o o a 

1 4 0 

0 1 . 0 
0 .'1 0 
0 16 


4 14 


Accepting then the equivalent of world parity price at Indian ports 
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for superior oil of Rs. 4-1-4, the corresponding' price for inferior oil 
would be Rs. 3-13-4. Taking' the average of,these two prices in the 
proportion which the production of Indian superior bears to that of 
Indian inferior kerosene, we obtain an average of Rs. 3-14-8 as the 
equivalent of world parity price at Indian ports on this basis. 


33. An equivalent of world parity price at Indian ports based on 
the freight from Bahrain may appear at first sight to indicate the 
r ,„ . , level at which under present conditions the 

purity considered. price ot imported kerosene would bo fixed in 

the Indian market. It might even he 
thought that since the Royal Dutch Shell Group and the Anglo Per¬ 
sian Oil Oompuay are in a position to transport tlieir supplies from 
nearer sources, the import price might he somewhat smaller than 
th is. It must he admitted that an estimate framed on these lines 


has an appearance of fairness which cannot fail to make a strong 
appeal to the consumer. But in determining the equivalent of 
world parity at the Indian ports, the question with which we are 
concerned is not necessarily what is a fair price, but what is the price 
at which actually imported oil would be landed in India if normal 
conditions prevailed. Tinder ordinary competitive conditions, how¬ 
ever, the level of prices is determined by the highest price which it 
is necessary to pay in order to secure an import of oil sufficient to 
supply the excess of the demand in India over the indigenous pro¬ 
duction. The home supply stands at between 35 and 40 per cent, 
less than the total home demand. If we were assured that the 
supply of Russian oil would in all circumstances be sufficient to 
meet this deficiency without recourse to American import, it might 
he possible to accept such a calculation of the equivalent of world 
parity at Indian ports. We have, however, practically no inform¬ 
ation as to the supply of Russian oil or of the prospects of the output 
of kerosene increasing or decreasing in the existing industrial condi¬ 
tions of the country. From the joint representation of the Indian 
Oil Companies to the Government of India it appears that the 
Standard Oil Company of New York have a contract with the Soviet 
Government for three years for an annual supply of 150,000 tons of 
kerosene. There is also stated to be a further contract for 00,000 
tons annually for six years, but it is not known whether this con¬ 
tract is for kerosene or for some other' product and whether it is to 
be sold in India or some other Eastern market. Even supposing 
that the supplies under both contracts are for kerosene intended for 
the Indian market, the total supply would not equal the total annual 
import of kerosene by the Standard Oil Company of New York into 
India. It appears, therefore, that some American oil must still be 
imported by the Standard Oil Company of New York, and if there 
were no price war, the price of this landed at Indian ports would 
normally determine the level of Indian prices. 

34. It may be argued that if normal conditions prevailed, suffi¬ 
cient oil might be imported into India from nearer sources of supply 
such as Persia or the Dutch East Indies to 


Possibility of changes 
in supply or world mar¬ 
keting conditions. 


meet the whole of the Indian demand for 
imported oil and if this were so, a lower 
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freight than from the Gulf ports would determine the level of 
import prices. We have no information as to the sufficiency of 
oil from these sources to meet the total requirements of the Indian 
market. But the question cannot be settled merely with refer¬ 
ence to the quantity of oil produced in these areas. Perhaps 
almost as important as the question of the sufficiency of the supplies 
from nearer ports to meet the requirements of Indian markets, is the 
effect of fluctuations in the relative market conditions qf India and 
other countries. The business of these large Oil Companies is world 
wide and any considerable change in the relative levels of current 
prices may in normal circumstances have unforeseen results on the 
import into India of foreign oil. If the level of prices in India is 
low it may pay foreign Companies operating in these areas to divert 
to some extent the sale of kerosene from India to other and more 
favourable markets, Reactions of this nature might well for a time 
restrict the import of foreign oil from sources other than America, 
In the speculative conditions which prevail in the oil trade, the 
possibility must always be reckoned with of India having to meet 
some part of the deficiency in her oil .supplies from America which 
at present is the chief source of oil production in the world. It 
appears to us, therefore, that in normal conditions American export 
prices and freights from America may not unreasonably be regarded 
as the determining factor in the level of Indian kerosene prices and 
without extensive investigation into the conditions governing the 
world markets for kerosene it would be unsafe to accept what may 
prove to he entirely an arbitrary assumption as to the allocation of 
particular supplies of oil among particular markets. On the evid¬ 
ence before us we are therefore of opinion that Rs, 4-8-4 per unit of 
8 gallons should he taken as the equivalent of world parity at Indian 
ports. 


3o. We think it necessary to explain that whichever view is 
taken of the equivalent of world parity price at Indian ports, the 
,, figure arrived at is not to he regarded as re- 

- view oi what a 

fair selling price. reasonable or, as we have termed it in other 


enquiries, a fair selling price. The deter¬ 
mination of a fair selling price implies an examination of the costs 
of production and the fixation of overhead charges and reasonable 
profit for the manufacturer. When the import price is much below 
the f air selling price of an indigenous product so determined, it may 
he necessary to grant assistance by raising the import price by means 
of protective duties to the required level. In the present enquiry 
no question of protection in this sense arises and for our present pur¬ 
pose it is sufficient to ascertain the level at which in normal condi¬ 


tions, that is, if there were no price war, prices of kerosene would 
stand in India. Where there is a deficiency in the indigenous pro¬ 
duction os compared with the Indian demand, the level of prices 
must normally be determined by the highest price at which it is 
necessary to import foreign oil in appreciable quantities. For if 
the Indian Companies sold at a lower price dealers in indigenous oil 
would raise their price to the level of that of imported oil. 'Whether 
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tliis price constitutes a fair selling price for Indian producers is a 
question which for our purpose it is unnecessary to consider and on 
which therefore we express no opinion. 

36. The question of current prices is not free from difficulty. In 
order to render these comparable with the equivalent of world parity 
prices at Indian ports we think it necessary 
uirent puces. f i0 take the prices of kerosene ex ocean instal¬ 

lation. Kerosene is, however, sold in two different grades, superior 
and inferior, and the relative proportions of these vary for the dif¬ 
ferent Companies in different areas and at different times. Further 
the war has affected prices in different degrees in different parts of 
India. In Burma prices have not been affected and in Chittagong 
but slightly. In Calcutta reductions have been on a much smaller 
scale than in Bombay where competition has been keenest. Thus 
while in Bombay reductions in November reached a total of Rs. 2-8-0 
per unit, in Calcutta they never exceeded lie. 1-4-0. It is, there¬ 
fore, difficult to obtain an average price which may be considered 
truly representative. Since all Companies in determining their 
prices, follow the levels established until recently by the Kerosene 
Bool and now by the Burmali Shell Oil Storage and Distributing 
Company of' India, Limited, it appears reasonable for the purpose 
of determining the general question of the relation of current prices 
to the world parity price to fake the current weighted average price 
for oil (superior and inferior) sold through the agency of the Burmah 
Shell Company throughout India (including Burma), but excluding 
the economic areas of' the Attoek and Assam Oil Companies. As we 
have already stated the Burma Shell Company is the selling agency 
both of the Asiatic Petroleum Company and the Indian Companies 
which formerly constituted the Kerosene Pool. The Anglo Persian 
Oil Company’s products are now also sold through this agency. Its 
prices therefore represent the prices both of indigenous kerosene and 
of that imported by the Royal Dutch Shell Group and the Anglo 
Persian Oil Company. In considering the financial position of 
the different Companies, we have, however, taken'the actual prices 
received by each Company. This general price has been given to 
us at Rs. 3-10-9 for the whole of India excluding the economic 
areas of the Attoek and Assam Companies where owing to the 
railway freight a higher price is obtainable. The figure has been 
worked out on the basis of the current prices of the Burmah Shell 
Oil Storage and Distributing Company of India, Limited, the 
distribution of oil being taken as in the months of January and 
February, 1928. The difference between this and the equivalent 
of world parity at Indian ports, viz., Rs. 4-8-4 is 13 annas 7 
pies per unit. If for the purpose of estimating the equivalent 
of world parity, at Indian ports the freight and incidental ex¬ 
penditure from Batoum were taken, tire figure would stand at Rs. 
3-14-8 and the difference between this and current prices would 
be 4 annas per unit of 8 gallons. Whichever standard is adopted, 
the present price of kerosene in India is, below world parity and it 
becomes necessary therefore to consider the second of our terms 
of reference. 
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Second term of reference. 


Second term of reference. 

37. We have now to consider whether it is in the national inter¬ 
est that protection should he given against the dumping of imported 

kerosene. The term dumping is generally 
defined as the sale of imported merchandise 
at a price f.o.b. which is lower than the prevailing market or whole¬ 
sale price in the country of production. It is often employed in an 
invidious sense to connote unfair or cut throat competition and its 
use appears to he liable to some extent to prejudice public opinion. 
In the present case the low prices against which protection is sought 
are the result of a price war initiated bv a foreign Company with 
the active co-operation of a large section of the Indian industry. In 
these circumstances, dumping in the ordinary sense of the term 
could hardly be said to he established. This is an aspect of the 
case with which we are not required to deal. Under our terms of 
reference dumping of kerosene is defined as the sale of imported 
kerosene at prices below world parity and the question which has 
been referred to us for investigation is the advisability of “ safe¬ 
guarding ” the Indian industry against dumping as so defined. We 
have found in the last Chapter that the current, prices of oil in India 
are below world parity. The oil imported into India hv the Eoyal 
Dutch Shell Group and the Anglo-Persian Oil Company is sold at 
present at the same price as indigenous oil. It follows therefore 
that dumping is established. The case for safeguarding an industry 
must depend primarily on the extent to which the national interest 
would he adversely affected if no assistance were given. In con¬ 
sidering this question it is unnecessary to examine the applicability 
of flic conditions laid down in paragraph 97 of the Fiscal Commis¬ 
sion's report. The main issue for consideration is the effect of the 
dumping of kerosene on the various interests involved and it is to 
this issue that we propose to direct our attention. So fair as this 
enquiry is concerned, it appears that the national interest, may he 
considered under three heads, viz., (!) the national interest in main¬ 
taining the Oil industry and in utilizing the country’s oil resources 
to the greatest advantage, (2) the interest of the consumer and (3) 
the interest of Government. 

38. It is perhaps unnecessary to refer save briefly to the national 
importance of the Oil industry. Aeroplanes and mechanical trans¬ 
port play so great a part in modern military 
operations that no country can afford to he 
entirely dependent on other countries for its 

petrol and fuel oil supplies. On the other hand. Tndia produces 
some 70 per cent, of the kerosene and the whole of the petrol re¬ 
quirements of the country. > Unless it is established that the present 
price war will result in a serious diminution of the production in 
future or in the waste of existing resources by the closing down of 

{ 22 ' 


National interest- in Oil 
ndus try. 
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all or some of the Oil Companies, it appears to us that on the ground 
of national importance no case for protection can he established. 
Our first, task must therefore be an examination of the financial posi¬ 
tion of the Oil Companies. 


39. The Burmah Oil Company have, on more than one occasion, 
stated that their resources are sufficient to enable them to withstand 
the effects of the price war and that they are 
Method of examination. n 0 t therefore applicants for protection. They 

claim however that in the matter of protection there shall he no 
differentiation between the larger and smaller indigenous producers 
.other than such as may arise from their different volume of produc¬ 
tion. Their claim to‘protection is therefore contingent and it is . 
necessary in the first instance to examine the financial position_of 
the smaller Companies, All Companies have furnished us with 
their cost accounts. The information has, however, been given in 
confidence and cannot therefore be disclosed in our report except 
in so far as representatives of the Companies have consented to its 
publication. We have, however, carefully examined the costs, and 
used them to check the general accuracy of the results which we have 
obtained by applying a method of estimating the financial position 
of the industry somewhat different from that employed by the Board 
in other enquiries. Our object is to ascertain the financial posi¬ 
tion of the Oil Companies at present and in the future. ^ The basis 
of enquiry i.s the last available balance sheet and profit and loss 
account of the Company. By applying the difference between pre¬ 
sent prices for all petroleum products manufactured by the Company 
and those current in the veav under consideration to the production 
of that year, a general idea is obtained of the reduction in profits 
which has taken place. This method assumes that the whole produc¬ 
tion is sold in the year and that stocks of products remain constant. 
In the case of some Companies, stocks are valued at below market 
price. Any variation in stocks will therefore to some extent vary 
the profits.' But we consider that such variation is not likely to 
a ff er t seriously the validity of our conclusions. It, also assumes— 

(1) That production remains constant and that the relative 

proportion of the different refined products remains 
unchanged. 

(2) That future prices remain on the present level. 

(3) That expenditure continues unchanged, no economies being 

possible. 

The correctness of these assumptions will be considered in connec¬ 
tion with the results obtained. 

40 The profit of this Company as shown in the Balance Sheet 
for the year 1926 was Its. 20,67,523. This was the nett profit after 
meeting all charges for depreciation and 
Indn.Burma Petroleum i nco me-tax. It should be explained here 
Company. that, owing to the speculative nature of the 

business and the fact that the oil is a wasting asset it is the custom 
of most. Oil Companies to charge to revenue account all expenditure 
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on prospecting, drilling new wells and generally on the development 
and extension of tlieir property in the oil fields. AVe have examined 
the prices received by the Indo-Burnm Petroleum Company in 1926 
and compared them with the prices prevailing in March, 1928. 
Allowing for a reduction in income-tax resulting from smaller pro¬ 
fits, had those prices prevailed in 1926, the Company would still 
have rngde a profit. In 1926, the important Lanywa river bed 
reclamation scheme was commenced. The works consist of a con¬ 
structed sand bank reclaiming an area from the bed of the Irrawaddy 
river on which it is proposed to drill oil wells. Expenditure on 
this amounting to Bs. 5 lakhs was charged to revenue account in 
1926. In 1927, expenditure on this account lias been capitalized 
and it is obvious therefore that on the results of 1926 no claim for 
protection could arise on the ground of present prices. For it would 
have been possible for the Company to continue all its prospecting 
and development work without affecting its financial position, save 
in so far as a reduction in the rate of dividend might have been 
necessitated. Since 1926, however, the production of crude has 
been very much reduced standing in 1927 at 11,495,259 gallons 
against 13,889,749 in 1926. It may therefore be argued that the 
position has changed and that any conclusion formed on the balance 
sheet of 1926 would not hold good for present day conditions. 

41. We have, therefore, examined the case on the basis of the 
figures and production for the year ending tile 31st December, 1927. 

Accounts for 1927. Tl \« K C ? 8 f ° r , tL . a * ^ a * ected h 7 

price war during the last three months. 

Taking the first nine months of the year we find the prices for the 
principal products compared with the prices obtained in March as 
follows: — 


Products. 

Gallons. 

Superior kerosene 

2,187,253 

Inferior kerosene 

2,942 270 

Wax. 

719,312 

Petrol .... 

1,459,495 

Turpentalo 

107,551 

Lubricating 1 oil , 

891,OSS 

Jute Batch!ug oil 

202,317 

Diesel fuel .... 

430.5S0 


Price per 
gallon ex- 
refinery 1st 

9 months. 
1927. 

Price March 
1928. 

Difference. 

Re. a. r. : 

Rs. A. P. 

Ra A. P. 

0 7 7-54 

0 4 7-70 

0 2 II S* 

0 5 11-94 

0 3 7-28 

0 2 4'66 

0 14 IPS 

0 14 ITS 


0 5 6-14 

1 

0 5 1-96 

0 0 4-18 

bprices unchai 

i. 

iigod. 



Applying the difference in price to the production of the first 9 
months of 1927, the reduction in profits amounts to approximately 
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Rs. 8-80 lakhs. Comparing the prices for each of the remaining 
three months of the year, with those, in March 1928 and adopting 
the same method of calculation we obtain the following results in. 
round figures: — 




Loss. 

Crain, 



Es. 

Es. 

October 

.... 

9,000 


November 


. 25,000 


December 



44,000 


Total 

. 34,000 

44,000 


Nett result 

. plus Rs. 

10,000. 


The nett result for the year, therefore, had the March prices of 1928 
prevailed, would have been a reduction in profits of about Rs. 8J 
lakhs. The profit and loss as shown in the balance sheet for 1927 
amounted to Rs. 8,02,103. This sum is after deducting on account 
of income-tax and super-tax Rs. 4,86,095. Income-tax however is 
not an item of expenditure but an appropriation of profit. It has 
been pointed out to us that under the rules income-tax may be 
assessed on a sum larger than the profit as shown in the Company’s 
books. Even so, it is clearly an item which must be excluded in 
arriving at the profit of the Company. Allowing for this, it appears 
that had the prices of March, 1928, prevailed throughout 1927, the 
profit of the Company would have been about Rs. 4-13 lakhs from 
which it would have been necessary to pay such income-tax as was 
assessable. 


42. The position is, however, more favourable than this. There 
has recently been a decrease in the price of superior kerosene by 4 
.... . annas per unit and an increase in the price of 

Adjustments in prices, • * • i • i • • 

interior by a similar amount. It is nnpossi- 

ble to forecast the result of this on the demand for the two grades 
of kerosene hut on present figures this would leave their position 
unchanged. Further, we have been informed by the representative 
of the Burmah Shell Company that rebates and commissions are 
being reduced and that the gain therefrom will he equivalent to an 
increase in price of 2 annas per unit in the areas outside Burma and 
Chittagong. This cannot be without effect on the prices obtained by 
the Indo-Burma Petroleum Company and if the full effect of this 
measure manifests itself, on the basis of 1927 sales in those areas, 
an increase in the profit of the Company of about Rs. 67,800 should 
occur. 


43. There is another item on the expenditure side to which refer¬ 
ence must be made. In the autumn of 1926 unprecedented floods 

Other adjustments. fompMy destroyed the roads, pipe lines, 
bungalows, godowns and many of the der¬ 
ricks of the Company in the Indaw field. Expenditure on this ac¬ 
count was Rs. 2-21 lakhs in 1927. This item is of a non-recurring 
nature and in estimating^the future position should be excluded 
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from consideration. The profits of the Company would on this 
account he increased by Es. 2-21 lakhs. Another reduction in ex¬ 
penditure should be made on account of the reduction in the rate of 
crude purchased from the Hessford Development Syndicate. A re¬ 
duction in price of about Es. 2 per barrel has been made which on 
the 1927 production of the Syndicate would mean a decrease of some 
Es. 00,000. We think it, therefore, probable that in spite of the 
price war, the Company, if it considers it advisable, should be able 
to cany on all development work on the same scale as in 1927 and 
vet make a profit of about Es. 7 lakhs. It should here be noted 
that the expenditure on the Lanywa reclamation scheme has in 1927 
been charged to capital account. 


44. As regards the property of the Company, the balance sheet 
for 1927 reveals a very strong position. The following 1 figures (in 


Strongth of Company’s 
financial position. 


lakhs) show the extent to which assets have 
been written down : — 















SECOND TEEM OF REFEEENCE. 


27 


the same, and for practical purposes we can take the Company’s 
-estimate as equivalent to March prices. 


— 

Production 

Gallons. 

Price ex-refinery 
including excise 
duty on kerosene 
and petrol, 
1926-27. 

Price first 
three months, 
1928. 

Difference. 

Keroeeno 

16,128,167 

Annas. 

8' 42 

Annas. 

5-08 

Annas. 

3-34 

Petrol . 

2,313,876 

11*29 

9-51 

1-78 

Wax . . 

899,936 

16' 19 

lo'07 

112 


Appropriations to sink 
ing funds. 


it is necessary to discuss. 


Applying these reductions in price to the production, we obtain 
a total decline in profit of Its. 36‘87 lakhs or about £276,000. 

46. The profit and loss account for the year 1926-27 showed a 
profit of £131,889 after deducting interest on debenture stocks 

and depreciation. There were, however, 
certain appropriations from this sum before 
it was carried to the balance sheet and these 
£25,000 were carried to the sinking 
fund account for the first Debenture stock and £42,000 to the 
sinking fund account for the second Debenture stock. On examin¬ 
ing the debenture trust deed we find that the payments on account 
of sinking fund for the second Debenture stock is compulsory only 
to the extent of the profits of the Company. If, as is claimed, 
owing to the kerosene price war, no profits are being made, in 
estimating the ability of the Company to continue its operations, 
this payment must he excluded. It is true that the second deben¬ 
tures must be redeemed in 1936. On the other hand, the balance 
sheet for 1926-27 shows that already debentures to the value of 
£580,000 have been paid off and to this extent the value of the 
property has increased. We see no insuperable difficulty in float¬ 
ing a fresh loan, should the necessity occur to pay off the second 
debentures still outstanding, which in July 1927 amounted to 
£432,057. The other appropriation of £25,000 to reserve and 
contingent reserve account is one which in times of stress would 
normally he diseontimied. 

47. For our present calculations then we take the profit for the 
year 1926-27 at £131,889 less the sinking fund for the first deben- 

ture stock, viz., £25,000, or £106,889. Had 
'if.,,! I'H'i!'... the prices in the first three months of 1928 

been in force in 1926-27, there would have been a reduction in 
profit of £276,000, leaving a debit balance of £170,889. Since, 
however, income-tax would not he payable save on a profit, the 
amount, viz., £20,735 English income-tax and Hs. 168,683 or about 
£12,600 Indian income-tax must he deducted. The debit balance 
would then he reduced to £137,000. As we have already ex¬ 
plained, in considering the financial position of the Indo-Burma 
Petroleum Company, there are other price alterations which must 


be considered. 
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48. The recent increase in inferior and decrease in superior 
kerosene rates has effect only in the areas of sale other than Burma. 

and Chittagong. Assuming the proportion 
jus men f.. inferior and superior kerosene remained 

the same as in the first eight months of 1927, the effect of this 
variation in rates would be an increase in profits of about £5,500. 
Finally if, as explained by the representative of the Burmali Shell 
Oil Storage and Distributing Company of India, Limited, the 


contemplated reduction in rebates and commissions is equivalent 
to a further increase in price of 2 annas a unit over the price in 
March, the British Burma Petroleum Company would benefit to 
the extent of nearly £19,000. It appears, therefore, that if these 1 


adjustments are made, the British Burmah Petroleum Company’s 
debit balance would be reduced to about £112,500. We have 


already referred to the fact that the Royal Dutch Shell Group 
have agreed to compensate the Burmah Oil Company, the British 
Burmali Petroleum Company, the Assam Oil Company, and the 
Atfoek Oil Company to the extent of half the difference between 
Chinese prices and Indian prices on their contributions to the 
Pool. It is impossible at this stage to determine what this com¬ 
pensation would amount to as the course of prices in China cannot 
be foreseen. We have been informed by the representative of the 
Asiatic Petroleum Company that on account of reduced selling- 
prices in China, probably no compensation will become due on 
account of this year’s trading. The Burmali Oil Company roughly 
estimates that between January and June the Royal Dutch Shell 
Group might pay in all £80,000 on this account. On the basis 
of sales in India other than Burma and Chittagong it appears that 
the British Burmah Petroleum Company might possibly receive 
£.14,000® on this account on the supposition that the A"ssam Oil' 
Company and the Attoek Oil Company receive compensation for 
sales outside their economic spheres only. The debit balance would 
then be reduced to about £98,500 per annum. 

49. It is now necessary to consider for what period the resources 
of the British Burmah Petroleum Company will enable it to conti¬ 
nue operations. In the five months August 
T of Comi ’ an - y ’ s to December 1927, the Company received 

the following prices for its products as com¬ 
pared with 1920-27— 



* Subsequently we have been informed that under the arrangements for 
compensation, the Burmah Oi! Company has also agreed to pay to the contri¬ 
buting Companies in the Kerosene Pool an additional 50 per cent, of the 
difference between Chinese and Indian prices. The amount of compensation 
payable to the British Burmah Petroleum Company may therefore be some¬ 
what larger than we have estimated here. 
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Applying these differences in the price to the population for the 
period a nett gain of some Its. 80,000 or about £6,000 results. 
Assuming that the profit in the period August to December was 
in other respects the same as in 1927, the total profit for that period 
would be five twelfths of .£181,899 plus £6,000, or about £60,000. 
Dor the remainder of the year the loss would be roughly for half 
the period at the rate of £137,000 per annum and for the re¬ 
mainder at the rate of £112,500 per annum, giving a loss of 
about £73,000. The nett loss for the year would, therefore, be 
about £13,000. Against this has to he set the compensation 
paid by the Royal Dutch Shell Group for the period of seven 
.months January to July, On the Burmah Oil Company’s esti¬ 
mate this would amount to some £8,000, giving a debit balance 
of about £5,000 to which the sinking fund for the first deben¬ 
tures (£25,000) must he added. The debit bala nee, therefore, 
will he nearly £30,000. 

50. The liquid assets of the British Burmah Petroleum Com¬ 
pany were estimated by the Chairman at the annual meeting for 

,. ., , 1926-27 to exceed liabilities by £450,000. 

Jiq " K *' A portion of this however must be utilized 

as working capital and we consider it safer to adopt a conservative 
attitude and take only the cash and Government securities as 
available to meet any possible deficit. Cash on 1st July, 1927, 
amounted to £37,492 and Government securities (at cost) to 
£292,283 or in all some £330,000. Since the balance sheet was 
issued £46,700 has been paid by way of dividend and £58,000 in 
payment of debentures cancelled. There is left, therefore, 
£226,000 from which has to be met the debit balance for 1927-28, 
■viz., £30,000, and losses in the future at the rate of £98,500 if 
the price war continues, Allowing for loss of interest on the 
Securities sold, it would be possible on these figures for the Company 
to continue operations for rather less than two years after July, 
1928, without raising any fresh loan. 

51. As regards the present finanoiea of the Company we cannot 
do better than quote from the lucid exposition of the Chairman 

Present financial posi- of the Company at the last annual general 
Mon of Company, meeting': 

o 

“ Our debenture debt has been substantially reduced. Our 
plant and equipment have been consistently kept up to 
date and in good working order, so for a time our capital 
expenditure can be reduced to a minium without injury 
to our undertaking. Adequate provision has consis¬ 
tently been made for depreciation and we have followed 
the sound and prudent course of writing off each year 
to revenue, drilling expenditure on our producing field. 
Last year the amount so written off was £98,000. Nor 
does our balance sheet make a bad showing. The fluid 
assets—sundry debtors, investments in Government 
securities, cash and stocks of products—exceed sundry 
creditors and liabilities by about £450,000. We are 

c 2 
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Position of British 
Burmah Petroleum Com¬ 
pany Compared with 
Indo-Burma Petroleum 
Company. 


in a position then to resist a certain spell of adversity 
without catastrophe 

In amplification of this statement we may add that of the total 
expenditure of Its. 301 lakhs, Its. 196 lakhs have been written oil 
and although, as with all Oil Companies, a proportion of the 
assets are now valueless, the position disclosed is distinctly satis¬ 
factory, while, as we have already stated, about £580,000 deben¬ 
tures have been paid off. 

62. It may occasion some surprise that the financial position of 
the British Burmah Petroleum Company is so much more un¬ 
favourable than that of the Indo-Burma 
Petroleum Company, especially in view of 
the fact that the crude production of the 
former in 1926-27 stood at 23 million gallons 
while that of the latter in the year 1927 
stood at about 13j million gallons. The reason is to be found 
mainly in the method of capital finance. While the Indo-Burma 
Petroleum Company is financed mainly by ordinary and preference 
share capital, the British Burmah Petroleum Company has issued 
debenture stock to the extent of £1,049,000 of' which £544,119 is 
still uncancelled. The interest on the debenture stock amounts 
to £45,000, while the first debenture sinking fund claims £25,000 
annually. If then it had been possible to issue share capital in 
place of debenture stock, the position of the Company as we have 
estimated would have been better by £70,000 annually. It may be 
that the British Burmah Petroleum Company had no option but to 
finance their operations in this manner, hut it certainly appears 
that the issue of debenture stock involving the annual payment of 
interest and sinking fund charges is not a suitable method of finance 
in a highly speculative industry where profits even in the most 
favourable circumstances must vary in the ever changing relation 
of world production to demand. 

53. Our estimates have been drawn up on the assumption that 
expenditure remained on the same scale as in 1926-27 and that there 
Economies has b een lio restriction of prospecting and 

development work. In view of the effect on 
the Company’s finances of the fall in the world price of all petro¬ 
leum products aggravated hv the price war in India, we asked 
the Company to indicate to what extent economies or restriction 
of expenditure have been recently effected. Prom the Company’s 
reply it appears that excluding the expenditure under ‘ Casing ’ 
which is very irregular and for which the expenditure in any one 
month cannot he taken as typical, the expenditure on drilling for 
March stood at about Rs. 38,000 as compared with the average 
monthly expenditure of Rs. 89,000 during the 10 months January 
to October, 1927. This is equivalent to a reduction in expenditure 
of about Rs. 6 lakhs a year. Por the same periods expenditure in 
the field on producing wells and general expenditure has declined 
by about Rs. 19,000 a month or Rs. 2,28,000 a year. It is interest¬ 
ing to observe that the consumption of crude oil as fuel has declined 
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very considerably. This we understand to be due largely to the 
utilization of gas as fuel from the Company’s new gas well in 
the Singu field. It is expected that gas from this well will be 
available as fuel for some years. In the refinery, output for March 
is some 5 per cent, less than the average month for 1927, and 
there is a noticeable increase in the amount of petrol and wax 
produced. The average monthly output of these two products in 
192G-27 compares with the production for March 1928 as fol¬ 
lows : — 


Average monthly production 1926-27 , 
Production in March 1928 . 



Neither of these products are affected by the price war. Reductions 
have been made in the refinery which would amount to a total of 
about Its. 2T6 lakhs a year on the March figures. Similarly, in the 
Rangoon office expenditure has been reduced by about Rs. 28,000 
annually while we are informed that from June next retrenchment 
in the covenanted staff will reduce refinery expenditure by 
Rs. 5,400 a year and Rangoon office expenditure by about Rs. 18,000 
a year. The figures of one month, even after excluding variable 
items of expenditure, cannot be safely taken as typical of the 
whole year. They afford, however, a general indication of the 
extent to which reduction in expenditure may safely he made. 

54. On these figures the total restriction of expenditure 

amounts to about Rs. 11 lakhs a year or about £82,000. Assuming 

_ , . that no payment is made into the second 

Results of economies. i i j ■ i • ± i i 

debenture sinking fund, we have estimated 

the debit balance of the Company at £98,500 per annum on the 
expenditure of 1926-27. With the restriction of expenditure under¬ 
taken by the Company, this might perhaps be reduced to some 
£16,500. They are, however, as we shall show later, indications 
that the world price of petroleum products will gradually rise 
and the Company will have the advantage of any increase in the 
world price of its products other than kerosene. Even if no com¬ 
pensation becomes payable by the Asiatic Petroleum Company and 
the Burmah Oil Company under the terms of the agreement re¬ 
garding Chinese prices, we have little doubt that the British 
Burmah Petroleum Company will be able to continue its operations 
though its development work will be somewhat restricted if, as 
is possible, tlie price war continues for a considerable time. 

55. The balance sheet of this. Company is not published till 
the end of June. The accounts are made up in England and we 

have not therefore been able to obtain 
The Attock Oil Company, financial results later than those shown in 
the balance sheet and profit and loss account 
for the year ending the 31st December, 1926. Since those accounts 
were published, the fortunes of the Company have undergone a 
considerable change. Oil has been struck in much increased 
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quantities, and in the year ending -31st December, 1927, the pro¬ 
duction of crude increased by about 71 per cent. It is believed that 
.in the immediate future the production will not decline and may 
increase. The effect rtf a large increase in the production of crude 
oil on the finances of the Company cannot be estimated without a 
very detailed examination of costs, which is not contemplated in 
this enquiry, but a general idea of the present financial position 
and prospects of the Company may be obtained in the following 
manner. In 1920 the profit in India was £48,361. Owing to the 
increase in production, the expenditure per unit produced has very 
much declined. After examining the cost accounts which have 
been produced, we are satisfied that had the expenditure in 1926 
been at the same rate as in 1927, on the production of the former 
year expenditure would have decreased by about Its. 11 lakhs 
excluding from account London expenses, interest charges and 
depreciation. On the 1927 scale of expenditure per unit, profits in 
1926 would thus have been increased by about £83,000 giving a 
total profit of £131,000. In 1927 the output of crude increased 
by about 71 per cent, from 156,553 barrels to 266,690. The whole 
production, however, was not dealt with at the refinery. Refinery 
throughput increased from 6,187,746 gallons In 1926, to 8,020,771 
gallons in 1927, or by about one third. Assuming the same prices 
as in 1926, profits should have, therefore, risen by about one third 
from £131,000 to about £175,000. This calculation assumes that 
the relative proportions of the different products remain unchanged. 
Although the proportion lias varied considerably, the changes have 
largely neutralized each other and the average price per gallon 
of petroleum product if the price of 1926 are applied to the pro¬ 
duction of each year, remains about the same. 

56. It is now necessary to see to what extent the decline in 
prices has affected tlie financial position of the Company. Prices 
Effect Of reduction in in a ' s compared with March, 1928 were 
prices. as .follows : — 



Price per 
gallon 1920.* 


R«. a. p. 


Price per gallon, 
March, 1928 * 


Rs. A, P. 


Superior kerosene 
Inferior ,, 


Lubricating oil 


0 9 7 


0 5 7 



As in estimating profits for 1927 the 1926 prices have been assumed, 
the difference between those prices and the March, 1928, level of 

* All figures rounded to nearest pie. Calculations therefore only approxi¬ 
mate. 
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prices when applied to the 1927 production from the refinery will 
indicate the reduction in profits which would have occurred in 
that year had the present prices been in force. The refinery output 
in 1927 stood as follows: — 


Superior kerosene ..... 

Gallons. 

1,496,826 

Inferior kerosene ..... 

862,686 

Petrol ........ 

1,872,179 

Lubricating oil. 

768,562 

Fuel oil ....... 

2,800,482 

A total reduction in profits of Rs. 13'7 lakhs 

is obtained. 


however, is subject to the increase in price of kerosene since March 
estimated at about 2 annas a unit of 8 gallons which would be 
equivalent to about Its. 35,000. On the other hand, the increase in 
price of inferior and decrease in price of superior by 4 annas a 
unit would result in a possible further loss to this Company of 
about Its. 20,000. The Company also estimates that it will be 
seriously affected by the reductions in railway rates on kerosene 
and other products which were due to come into force from June, 
1928. These reductions apply only to oil products carried more 
than 300 miles. While, therefore, the rates paid by the Company 
are hardly affected, its prices, which are based on the Karachi 
prices plus freight, will be considerably reduced. The reduction 
in profits on this account is estimated at Its. 7-40 lakhs in a full 
year or Its. 4-97 lakhs between May and December, 1928. On these 
figures the total reduction in profits resulting from reduced prices 
would he about Rs. 21 la.klis or £158,000*. 


57. We have estimated the profits on the basis of the 1927 
production at about £175,000. On the assumption that prospect- 
_ . , inn and development work continued on the 

Estimated profits. ° , r . inno • i - i 

same scale as in 1920, m which year ex¬ 
penditure on this account reached its maximum, the credit balance 
would he £17,000. There is a further adjustment to he made. 
The amount of crude treated at the refinery in 1927 was 8,020,771 


gallons. The total amount produced was 10,667,600. For the 
difference (2,646,829 gallons) neither the cost nor the value has 
been taken into account in our calculations. Clearly some value 


above the bare cost must he placed on this crude Assuming that 
this additional amount of crude had been refined, it may he taken 


that the nett profits would have been increased in. the proportion 
which the throughput in 1927 bore to their additional crude, i.e., 
2,848, 829 x 17 ()00 = £5,609. With increased throughput there would 

have been a decrease in refinery costs. The amount of this 
decrease we cannot estimate without a detailed examination of 


costs for which the time at our disposal is not sufficient. Taking 
the above figure as representing the minimum profit which could 
he made on this excess crude petroleum, profits would he increased 


In 1928 some £23,000 less. 
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to about £23,000 subject to appropriation for depreciation and 
London expenses. These amount to about £75,000 in all leaving 
a debit, balance of some £52,000. Profits in 1928 would be reduced 
by some £23,000 less since the new railway rates come into force 
only from June, 1928, and on this calculation the debit balance 
would stand at about £29,000. 


58. This may appear to be a result somewhat unfavourable to 
the Company. It is necessary, however, to point out that as the 
■U ... , r , throughput in the refinery increases, there 

should be a substantial decrease m the cost 


per unit of crude oil treated, while it is,probable that the progress 
in extracting the maximum value of the refined products from the 
crude, referred to by the Chairman of the Company at the last 
annual meeting, will be continued. Expenditure on drilling 
appears to have reached its maximum in 1926, and under this head 


some reduction is shown in 1927. With the present increased pro¬ 
duction it is not unreasonable to suppose that in the immediate 
future this expenditure may be somewhat less. It is not im¬ 


probable also that a further increase in production may occur and 
even if the present tendency to an increase in the world price of 
petroleum products does not continue, the prospects of the Company 
are not unfavourable. The balance sheet reveals a strong position. 
Field expenditure has been written down by £150,000 to £642,000, 
refinery and other expenditure by £138,000 to £677,000. Stores 
stand at £202,000, stocks of products at £50,000 and sundry 
debtors at £68,000. Cash stands at £35,000, Against these 
assets sundry creditors amount to only £80,000 and unclaimed 
dividends to about £250. There is a share premium reserve of 
£75,000. As regards liquid assets, therefore, the Company is 
favourably situated and should be able to face a period of depressed 
prices resulting mainly from world conditions with equanimity. 
After careful consideration of all factors we are of opinion that the 
future development of the Company’s property would not be affected 


by the refusal of Government to grant protection. 


59. There is one matter, however, to which we desire to direct 
the attention of Government. The reduction of railway freights 
on kerosene, petrol and fuel oil which came 

int .° fo r 1,1 ' fu,ie ’ 192S ’ will > as has bee . n 

pointed out, result in heavy loss to this 
Company, in as much as the freights paid by it being mainly 
within a 300 mile radius will be unaffected. In a full year the 
loss thereby resulting has been estimated to amount to about 
Its. 7-46 lakhs. It appeal's somewhat anomalous that of all the 
Oil Companies the Attack Oil Company alone should be adversely 
affected by Government action, since the price war commenced. 
There nmv be administrative difficulties which have not been 


brought to our notice, in removing this handicap which undoubtedly 
seriously affects the Company’s position in competing with foreign 
oil, but the matter is one which we recommend should be carefully 
considered by Government. 
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60. The latest available balance sheet is that for the year ending 
31st December, 1926. The profit and loss account for that year 
... „ shows a trading profit of £59,737 after 

ssam i ompany. charging administrative expenses and depre¬ 

ciation, from which has to be deducted interest (£27,527) and 
Directors’ and Auditors’ fees (£2,605), leaving a total of £29,005. 
The production for that year and the prices as compared with 
March, 1928, are as follows: — 


Products. 

Production 

gallons. 

Price per 100 gallons. 

, Q01 , January to* 

March, 1928. 

. . .. 

Difference 
per 100 
gallons. 

Inferior kerosene . 



9,537,794 

46’4 

28'2 

—18-2 

Superior kerosene 



75,323 

60-S 

02-2 

+ F4 

Petrol .... 


• 

3,039,42G 

57 

469 

—10-1 

Jute batching- oil . 



456,093 


44-6 

—3-1 

Fuel oil ... 



193,434 

12-8 

H-l 

+ 1-3 

Sundry oils . 


. 

722 

2S 

247 

—33 

Wax 



998,937 

S3-0 

59-2 

-247 


Applying these differences to the 1926 production, the reduction in 
profits would be approximately 11s. 23 lakhs. As against this has 
to be set an increase of about 2 annas a. unit in the price of kerosene 
since March, w r hich is equivalent to additional receipts of about 
Hs. 1|- lakhs and the increase in inferior and decrease in superior 
kerosene prices by 4 annas a unit equivalent to a further increase 
in receipts of about Rs. 3 lakhs. The total decrease in profits 
would thus amount to some Rs. 18-| lakhs or £138,750. Profits in 
1926 were £29,605. The accounts, however, were maintained on 
the basis of Is. 4<f. = Be. 1. With the rupee at Is. 6a!. the profits 
would be just over £33,000. There would, therefore, on this calcu¬ 
lation he a debit balance of about £105,000. We understand that 
the compensation to he paid by the Asiatic Petroleum Company to 
the Indian Companies roughly estimated 1 by the Bunuah Oil Com¬ 
pany at about £160,000 a year will he assessed only on sales out¬ 
side the economic area. On the basis of production in this area 
the compensation would amount to some £5,000 a year.f The 
annual debit balance would therefore amount to about £100,000. 

61. Since the Burmah Oil Company took over the management 
of this Company in 1921, expenditure on development has been on 
an ambitious scale and at present far beyond 
Relation of Company the means of a Company capitalized on so 
with Burmah Oil Com- modest a scale. If the Assam Oil Company 
pany ' stood alone we have little doubt that even 

•Weighted average of sales inside and outside economic'area. 

tSomewhat more if as we have recently been informed, the Burmah Oil 
Company also contributes an equal share of compensation. 
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if' no price war had arisen, it would not have been able to carry 
on operations on the present scale without extensive re-organization. 
The connection between the Assam Oil Company and the Burmah 
Oil Company is very close. In January, 1921, control of the 
Assam Oil Company passed to the Burmah Oil Company, share¬ 
holders being offered by the latter Company £2 cash for each Assam 
share or one Burmah Oil Company’s .share for every 4^ Assam 
shares. The Burmah Oil Company at present holds 90 per cent, of 
the Assam Oil Company’s issued share capital (£400,000). At the 
purchase price of £2 per share this represents an investment of 
some | million pounds sterling. Since the Burmah Oil Company 
assumed control, a very active policy of prospecting and develop¬ 
ment has been pursued. Expenditure on this account which in 
(lie three years previous to the assumption of the control by the 
Burmah Oil Company had averaged little over £30,000 a year, in 
1926 reached the figure of £168,000 and for the first nine months 
of 1927 amounted to £207,000. For the purpose of these opera¬ 
tions the Burmah Oil Company has advanced to the Assam Oil 
Company a sum of approximately 1 million pounds. The Burmah 
Oil Company, therefore, has an interest in the Assam Oil Company 
to the extent of about £lf millions and practically the two Com¬ 
panies are identical. Tt is clear that the policy of the Burmah Oil 
Company has been up to the present lime to develop and expand 
the Assam oilfield to the greatest possible extent, It is a reason¬ 
able conclusion, therefore, lhat the future prospects of the Assam 
oilfield are regarded as promising and indeed in the application of 
the managing agents of both Companies to this Board, the Assam 
oilfield is described as one “ of which perhaps alone of all the 
Indian fields it can be said with confidence that its period of 
greatest productivity still lies in the future ”, We have been told 
that “ the Burmah Oil Company itself suffering serious losses as 
a result of the rate war, will be unable to render assistance We 
observe, however, that notwithstanding the price war the Burmah 
Oil Company has recently declared a dividend at the rate of 20 per 
cent, per annum for the latter half of 1927, while its £1 shares are 
quoted in the market at £4J : . There should, therefore, be no 
-difficulty in either floating a loan or issuing new shares sufficient to 
enable the Burmah Oil Company to continue assistance. It is, 
therefore, perhaps not unreasonable to suppose that the Burmah 
Oil Company having already a stake of some £1|- millions in the 
Assam Oil Company) will continue the development of a field where 
a considerable increase in production lias already been obtained. 
We consider, therefore, that no case has been made out for Govern¬ 
ment assistance to the Assam Oil Company. 

62. The financial position of the other Companies requires no 
detailed investigation. The Hessford Development Syndicate pro¬ 
duces at present not even 1/200th part of 
Hessford Development the total crude oil output of India. The 
“"jn-ica e ‘ Syndicate is a private Company at present 

engaged almost entirely in prospecting and exploring work ami has 
-only 7 producing wells. It has no refinery and sells its crude oil 
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to the Indo-Burma Petroleum Company. The latter Company 
holds shares to the face value of £33,000 in the Hessford Develop¬ 
ment Syndicate, while of the remaining shares 06,402 are held by 
Messrs. Steel Brothers, who are also the managing agents for the 
Indo-Burma Petroleum Company, It is alleged that owing to the 
price war the price paid by the Indo-Burma Petroleum Company 
for crude has fallen by about Rs. 2 per barrel. On present produc¬ 
tion the loss which results is between Rs. 60,000 and Rs. 70,000 
per annum. The Company states that its capital is insufficient to 
continue operations on a suitable scale and it appears that its object 
in supporting the application for protection is to raise fresh capital 
by the assurance that the former price per barrel will be restored. 
As a prospecting Company its future must depend not on tlie 
present prices obtained for its small production but on tbe estimate 
of its potentialities in the future when the present phase of world 
overproduction has passed. It appears to us that if the prospects 
of the Company are so hopeful as is claimed, there should he little 
difficulty in securing the capital necessary to develop it either 
under the present management or through, some other agency. 


Other Companies. 


63. Of the remaining Companies the Thilawa Refineries 
(Burma), Limited, is, as its name implies, solely a refining com¬ 
pany. B; produces no crude oil and at 
the moment owing to the insufficiency of 
the supply of crude oil has been suspended operations. The Indo 
Burma Oilfields, Ltd., is in the bauds of a receiver on behalf of the 
debenture holders. It produces crude oil only and its production 
is very small amounting to about 1/300tli of the total Indian pro¬ 
duction. That of the Irrawaddy Petroleum Syndicate and the 
Moola Oil Company, Limited, is even smaller. These Companies 
have been recently reorganized and are at present endeavouring 
to locate petroleum deposits. Should these Companies discontinue 
operations, no serious results arc 
meat work with 
other areas will 

agency other than that of these Companies. 


to he apprehended. Develop- 
the object of proving oil deposits in these and 
no doubt continue though perhaps through 


an 


64. Our 
lions of oil 


estimates 

products 


Variation in output of 
different products, 


assume throughout that the relative propor- 
liave remained unchanged. We desire to 
point out. however, that even under ordi¬ 
nary refining methods it is possible to vary 
the relative proportions of the products 
within about 10 per cent. Thus in the case of the Burmah Oil 
Company a considerable proportion of their surplus inferior kero¬ 
sene could be converted into superior kerosene at little cost. The 
recent increase in the production of wax and lubricating oil by 
almost all tbe Companies suggest that the limits, in this direction 
have not yet been reached. Finally, by means of the cracking 
process, a still further variation in the proportion of the products 
can he obtained, particularly in the, direction of increasing the 
proportion of superior kerosene and petrol. In connection with 
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the production of lubricating oil the Vacuum Oil Company have 
brought to our notice certain circulars issued to dealers by the 
Burmah Oil Company, The tone of these circulars is decidedly 
peremptory, and it is clear that the Burmah Oil Company is taking 
advantage of the fact that only indigenous petrol is sold in India, 
to compel dealers to extend the sale of Shell and the Burmah Oil 
Company lubrication oils under threat of cutting off supplies of 
petrol. This taken with the fact that the Companies generally are 
increasing their production of lubricating oil, suggests that relief 
from the present situation may, to some extent, he found by an 
increase in the sale of products other than kerosene. 

65. Although the price war is confined to kerosene at present and 
the reduction in profits arising from the campaign of rate cutting 
initiated by the Royal Dutch Shell Group, 
Reduction in profits must properly he calculated on the kerosene 
conditions* 116 t0 W ° lld sa ^ es > we have thought it necessary in order 

to obtain a more complete idea of the finan¬ 
cial position of the different companies, to include the sale of all 
products in our estimate. Our second term of reference directs us 
to consider to what extent the dumping of kerosene is contrary to 
the national interest. Perhaps the most important aspect of this 
question is the extent to which the present price war in kerosene 
will result in the closing down of existing sources of oil supply or 
the diminution of oil production in the future by the restriction of 
development and prospecting work. In order to arrive at any defi¬ 
nite conclusion on this matter, it is necessary to ascertain the actual 
financial position of the Companies, the prospects of the oil produc¬ 
tion being reduced by the insolvency of one or more of them and 
the restriction of expenditure on development which their financial 
position may necessitate. These are questions which cannot be 
determined without an examination of the effect of the fall in price 
of all petroleum products and not merely of kerosene. For the diffi¬ 
culties in which the Companies now find themselves have been 
brought about not only by the artificial fall in kerosene prices 
resulting from the war but also by the general fall in the woild 
price of all petroleum products which has resulted from overproduc¬ 
tion in America during the last two years. Further since the pro¬ 
portion of petroleum products can, within certain limits, be altered 
without any considerable change in refining methods, a point 
which is very relevant to the enquiry is the extent to which losses 
resulting from the kerosene price war have been made good by 
increased sale of other products and the effect of any such variation 
in output on the ability of the Companies to continue development 
work' must he taken into account. Finally, in estimating the proba¬ 
bility of any improvement in the financial position of the Companies 
in the near future, the tendency in 'India towards improvement in 
the price of all petroleum products other than kerosene can not he 
overlooked. That a very considerable proportion of their reduction 
in profits is due to the fall in prices of products other than kerosene 
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is indicated by the following Table of nett returns to the Indo- 
Burma Petroleum Company at different periods : — 


— 

Average per 
gallon, 1926. 

Price per gallon 
October, 1927. 

Price per gallon 
March, 1938. 

Wax .... 

Rb. a. p. 

1 0 5'96 

Rs. A. P. 

0 12 ll'Ol 

Rs. A. P. 

0 14 11-88 

Petrol .... 

0 S 5-54 

0 4 9‘37 

0 5 1-96 

Turpantale 

0 10 0'83 

0 8 7'98 ! 

0 9 S'oo 

Lubricating oil 

1 3 722 

0 10 566 

0 14 3-12 

Jute batching oil . , 

0 S 0-78 

0 7 9'86 

0 7 8-37 

Diesel fuel 

0 5 3'91 

0 7 1'48 

0 6 911 


Production has of course varied in this period, but a general idea 
of the decline in profits may be obtained from the production 
figures for 1926 shown in the Table given in paragraph 41. This 
reduction in prices has been brought about by world conditions, in 
particular by Hush production in America, a development which 
in the ordinary course oil companies must be prepared to face. 

66. It is here necessary to explain that in drilling for oil, 
generally but not invariably in new fields, it sometimes happens 
that the drill strikes upon a supply confined 
Some increase in world UIU Jer great pressure. In such a case the 
oil shoots out m dense column, sometimes 
two or three hundred feet in height. Such a well is described as 
a gusher and it is not uncommon for the crude petroleum output 
in such a case to exceed the storage capacity of the undertaking. 
When the output of crude is very large, a reduction in price is 
often the only alternative to allowing the oil to run to waste. In 
recent years in California, Oklahama and West Texas, the output 
of crude has been very great. Prices have in consequence fallen 
rapidly. Thus while in 1926 the lowest price of American mid- 
Continent crude which corresponds most closely to Burma crude 
was 1‘63 dollars a barrel, in 1927, it fell to '99 dollars a barrel. 
With this fall in the price of crude there has been a corresponding 
fall in the price of most oil products. By about October, 1927, 
prices in India had reached their lowest level and it will be seen 
from the Table given above, tliat siiwe that month Indian prices, 
which are dependent on world prices, have shown some increase. 
The price of American mid-Continent crude which about the middle 
of 1927 stood at -99 dollars now stands at 1'22 dollars a barrel. We 
understand that restriction on crude production has now been 
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imposed* in California and Oklaliama and that restriction may 
shortly he expected in the Winkler County fields of West Texas. 
It appears probable, therefore, that a gradual increase in the price 
of petroleum products may be expected and though the effect of 
world prices may not manifest itself in the Indian price of kerosene 
the level of which will continue to be determined by the price war, 
the returns of the Indian Companies from the sale of their other 
products may be expected to increase. It is probable therefore that 
in the future their financial position will be distinctly stronger 
than that which we have estimated on the basis of present condi¬ 
tions except in the event of a price war in petrol, a contingency 
which we will discuss later. 


(17. The production of oil is such an exceedingly speculative 
undertaking that no attempt can be made to forecast the future 
„ , .. , , , course of events with any degree of accuracy. 

Ihe me of a well, which depends largely 
on gas pressure, may be affected by entirely unforeseen circum¬ 
stances such as the infiltration of water or the operations in a 
neighbouring well. As regards the immediate future, we have 
already indicated the probability of an increase in the Attock fields, 
while, provided development work is continued as we anticipate, 
production in the Assam fields may also be expected to rise. Since 
the control of the Assam Oil Company was taken over by the Burmah 
Oil Company in 1921, there has been a steady increase in output, 
the figure for crude oil rising from ij million gallons in 1922 to 21 
million gallons in 192(i and in 1927 to 22'7 million gallons. On 
the other hand, the Indo Burma Petroleum Company’s wells have 
shown a steady decline in the past three years, falling from 19 
million gallons of crude in 1024 to 1G millions' in 1929 and to 13'fi 
millions in 1927. A considerable proportion of the recent reduc¬ 
tion in profits of this Company is attributable to this cause. 
Much is expected, however, from the new area made available by 
the Lanywa reclamation scheme. Drilling has commenced in the 
bed of the Irrawaddy reclaimed by this project, and by the time 
tills report readies the (xovernment of India, definite results will 
probably be known. The position of the British Burmah Petroleum 
Company is much the same us that of the Irnlo Burma Petroleum 
Company. Production was fairly constant at about 30 million 
gallons from 1922 to 1925, but in 1925-2-0 it declined to 27 million 
gallons and in 1920-27 to 23 million gallons. The output of the 
Yenangyaung field is now recognised to be definitely on the decline 
and this Company in common with other Companies operating in 
that area, cannot expect to maintain its production. The prospects 
in the Singu field are more promising and we observe from the last 
report of the Directors of the Company that a productive well has 
recently been brought in which indicates the extension of the drill¬ 
ing area to a point further south than had been anticipated. “ The 
Directors are encouraged to hope that the falling off in the produc- 


* The Commercial Supplement of April 26th, 1928, published by the 
Manchester Guardian. 
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tion in crude oil which has taken place during the past few years 
will be arrested Althougn as we have seen all expenditure has 
been restricted so far as possible drilling in this area still continues. 

68. Our survey of the financial position of the more important 
Companies has led ns to the conclusion that if the present price 
war does not continue for an extended 
Development work un- period, all Companies can continue their 
Irkter/ 0 ' J ° seri0U8ly res ' prospecting and development work on the 
scale of the last two years without serious 
financial consequences. It. is not impossible, however, that the 
present price war will continue for some time and that the Royal 
Dutch Shell Group assisted by the Anglo-l’ersian Oil Company and 
the Indian Companies will endeavour to stabilize prices at such a 
level as to deprive the Standard Oil Company of any advantage 
which it might derive by the purchase and export to India of 
Russian rather than American oil, This is our reading of the 
situation ami it is confirmed by the opinion of the representatives 
of both the Burmah Oil Company and the Asiatic Petroleum Com¬ 
pany who appeared before us. Pules® agreement is reached 
between the various contending Companies or unforeseen circum¬ 
stances occur, the prices of kerosene may be expected to remain at 
■or slightly above their present level, if the price war continues 
for an extended period we consider that the Burin ah Oil Company 
•with its dependent Company, the Assam Oil Company, the Indo- 
Burrna Petroleum Company and the Attack Oil Company will be 
able to continue their development policy unchanged, until such 
time as the present phase of world overproduction of oil changes, 
when the increased prices for oil products (other than kerosene) 
should again consolidate their financial position. The British 
Burmah Petroleum Company’s experimental drilling and pros¬ 
pecting may for a time he somewhat restricted, though it should 
be able to continue operation on a moderate scale in the 
areas such as Singu where the prospects of success are less prob¬ 
lematical than in"the other areas leased by this Company. But 
we are confident that on the whole development work will not he so 
restricted as seriously to affect, the future oil production of India 
and that it will be ’unnecessary to dose in prematurely existing 
wells and thereby risk the loss of a proportion of existing supplies. 

60. Throughout this report we have considered the financial 
position of the Companies on the assumption that development 
work will be continued on the scale of the 
Restriction of develop- past few years. Though it has been found 
holders 1 inter ® st °* s,iare ‘ that notwithstanding the price war, larger 
Companies with the possible exception of the 
British Burmah Petroleum Company, will be able to continue 
operations on this scale, we do not wish it to he understood that 
there will he no curtailment of activity in this direction. The 
problem before the Boards of Directors is to reconcile the future 
welfare of the Companies with the natural desire of the share¬ 
holders for dividends. Even if Government assistance were now 
granted, it would appear probable that some reduction of expen- 
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diture in this direction would he ordered. We have already referred 
to the highly speculative nature of the petroleum industry. As 
the applicant Companies remark, it is an industry “ susceptible- 
to sudden changes from over to under production as compared with 
the world’s demands ”, It is not to be expected, therefore, that 
during periods of depression dividends would be paid save perhaps 
by the old established Companies which have consolidated their 
position by the accumulation of very large reserves. It is improb¬ 
able that the Directors who are farsighted men of great experience, 
will take any steps which might prejudice the future prosperity of 
these Companies. To this extent the national interests will be 
guarded and in the present financial position of the Companies it 
appears unlikely that any programme of curtailment of drilling or 
prospecting will he such as to affect seriously the future production 
of oil. 


70. There is another aspect of the case also. There is little 
doubt that in the past the fullest use has not been made of the oil 
resources of the country. Natural gas has 
Price war an incentive often been allowed to escape and many 
resonrces VBtl ° n ° f naturaI millions of cubic feet have thus been wasted. 

Thus at the Tndo-Burma Petroleum Com- 
panv’s gas well at Pvaye for eight months an average of 30 million 
cubic feet of gas were lost every day equivalent in thermic value 
to about 5,000 barrels of oil a day. This gas well has now been 
closed in under the orders of Government. liven now the only two 
Companies which own stripping plant for the removal of petrol 
from natural gas are the Burundi Oil Company and the Indo-Burma 
Petroleum Company. The latter (jbmpany has a modern absorp¬ 
tion plant which recovers 2-2 gallons petrol per 1,000 c. ft. of 
gas. But the Burmah Oil Company’s compressor plant is antiquat¬ 
ed and gives a return of only P8 gallons per 1,000 c. ft. of gas. 
Other Companies in utilizing their gas as a source of power make 
no effort to recover petrol other than that which condenses in the 


pipes and the loss thereby resulting must he considerable. Then 
again, the British Burmah Petroleum Company is the only Com¬ 
pany which has as yet attempted on a commercial scale to obtain 
further output of kerosene and petrol by cracking the residue of 
the crude after it lias been subjected to the ordinary refining pro¬ 
cesses. The cracking process is in common use in America, and 
it appears that the security of the home market particularly for 
inferior kerosene, has deprived the Indian industry of' some incen¬ 
tive to progress in this direction. Immunity from competition is 
not conducive to efficiency and we believe that one of the immediate 


consequences of this price war will he to stimulate the Indian 
Companies not only to undertake measures of economy but also to 
adapt: their plant and processes so as to return a higher proportion 
of more valuable products. To the extent, therefore, that the price 
war secures the conservation of the country’s resources of mineral 
oil, any attempt by Government to secure to the Companies a 
higher level of price might not unreasonably be considered contrary 
to the national interest. 
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71. Even if it were proved to our satisfaction that one or more 
of the smaller Companies whose financial position we have consider¬ 
ed in detail, would be unable to continue 
Possible disappearance operations indefinitely if the price war con- 
of smaller Companies, tinued, a claim to protection would not be 

necessarily 8 Aground' for hereby established. The production of 
protection. crude by all Companies other than Assam 

which is practically a part of the Burmah 
Oil Company constitutes less than, 20 per cent, of the total Indian 
production. On the 1927 figures the production of the British 
Burmah Petroleum Company is between 8 and 9 per cent., that 
of the Indo-Burma Petroleum Company about 5 per cent, and of 
the Attoek Oil Company about 4 per cent. With the possible ex¬ 
ception of the Attoek Oil Company, the production of which may 
be of military importance, it might be not unreasonable to hold 
that the disappearance of companies with so small a production 
would not be prejudicial to the national interest or seriously affect 
the future production of oil in India. Since we believe that the 
financial position of the larger Oil Companies is sufficiently strong 
to enable them to continue a policy of reasonable development, it 
is unnecessary to consider further this aspect of the case. But it 
is perhaps admissible to suggest that the fusion of some of the 
smaller Companies with the larger ones might prove on general 
grounds to. be not entirely contrary to the interests of the country 
as a whole. We have already referred to the evils of competitive 
drilling and the Burma oilfields afford many examples of the 
practice. Thus, the boundaries of the Hessford Development 
Syndicate’s area and of the British Burmah Petroleum Company’s 
area at Singu are studded with wells of the Burmah Oil Company 
tapping the same area. We are aware that the local Government’s 
regulations regarding the spacing of wells do much to remove the 
possibility of competitive drilling so far as new leases are concerned. 
But it appears to us that a more unified control such as would 
result by the absorption of the smaller Companies, would result in 
a more methodical and scientific system of drilling with fuller 
recovery of petrol and better utilization of gas as a source of 
power. It may he urged that a policy of amalgamation of the 
smaller with the larger Companies might result in the establish¬ 
ment of a monopoly with a possible rise in price to the consumer. 
But the Kerosene Pool in the past has always determined the level 
of prices in the country and its rates have been followed by the 
smaller independent Companies and even by the Standard Oil 
Company. It is not to be supposed, therefore, that the disappear¬ 
ance of tlie smaller Companies would injuriously affect the interests- 
of the consumers. 


72. Clearly any method of Government assistance to the Oil 

Industry which resulted in an increased price of kerosene would 

T . „ be contrary to the interest of the consumer 

Interest ot the consumer. , , - j , .. , „ , 

and petroleum products are articles of such 
universal consumption that the consumer’s interest constitutes to a 
very considerable extent the country’s interest also. At the same 1 
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time it must not be forgotten that an immediate reduction in the 
price of a commodity is not necessarily to the ultimate, advantage 
of tire consumer. If the reduction in the price of kerosene is such 
as seriously to affect the home production and endanger the control 
of the indigenous industry over the Indian market, the consumer 
may in the end stand to lose rather than gain. An example of the 
extent to which a country mav suffer at the hands of foreign pro¬ 
ducers, if prices are not controlled as in lpdia hy the policy of a. 
strong indigenous jndiislry is afforded hv the oil market at 
Singapore, situated at no great distance from the oilfields oi the 
Dutch East Indies. Present prices there vary from about Rs. 7-7-0 
to Rs. (i-ld-0 per bulk unit of S gallons ex-installation according 
to the quality of the oil, as against the prices of Rs. d- 12-0 for 
superior and*Rs. 4-0-0 for interior in force in India before the 
price war. We arc not to be understood as necessarily supporting- 
world parity as u fair basis for Indian prices. Rut it is inevitable 
that if over -‘10 per cent, of India's demand for kerosene is to be 
mot by imports, the import price must fix the general price. There 
is, however, little probability of the Indian Companies losing their 
control of the Indian market as a result of the reduction in the 
price of kerosene. The Indian production of kerosene million 
gallons) in 1927 constituted between (it) and 70 per cent, of the 
Indian consumption. Of this the Rurmah Oil Company, wliose 
financial stability is not threatened by the price war, contributed 
about three-quarters, while we are satisfied that the present 
reduction in prices will not 1 affect the production of the remaining 
Companies to any considerable extent. 

71. In their application to the Government of India dated the 
15th December, 1927, the Oil Companies state that “ the maximum 
price kerosene policy has been possible and 
Consumer of inferior j s j MISS -jl>l e only so long as the indigenous 
kerosene. production aiul'aH other indigenous products 

secure prices based on world market conditions It might he 
inferred from this that in the event of the continuance of the war, 
the poorer class of consumer would lose the advantage of the low 
price for inferior kerosene. In point of fact the maximum price 
policy has been in abeyance since the initiation of the price war 
when the Kerosene Root arrangements terminated. Actually, 
however, the differential of Rs. 1-0-0 between the price of superior 
and inferior kerosene has been maintained hitherto. It is true that 
recently the differential has been reduced to 14 annas by a reduc¬ 
tion and increase in the respective prices of superior and inferior 
kerosene by 4 annas. Rut it has been stated by the representative 
of the Rurmah Oil Company that the effect of this step will he 
very carefully watched before further steps are taken. 


74. There are two reasons why it is important for the Indian 
Oil Companies to dispose of their total production of interior 
kerosene. This quality of oil is unsuitable 
Reasons for .maintain for use save in the primitive lamps used by 
ing demand for inferior poorest class of Indian consumer. Its 

keiosene. lighting qualities are poor and it burns with 
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a smoky flame. It is consequently not used and therefore not 
manufactured in other countries. Normally therefore the Indian 
Companies have no foreign competition to meet in this market and 
it is to their advantage to maintain such a differential between the 
price of inferior and superior kerosene as shall offer no inducement 
to manufacturers in other countries to adapt their refining methods, 
to the production of this class of oil. If the Indian Companies were 
finable to dispose of the whole of their production of inferior 
kerosene, their position might be seriously affected. It is probable 
that a portion of the inferior kerosene, perhaps 10 per cent., could 
be converted into superior by the ordinary .refining methods. But 
the bulk of it would either have to he cracked into petrol or superior 
kerosene—an expensive process—or sold as fuel oil. The price of 
the latter in India has been stated to be between 3 and 4 annas 
a gallon and normally therefore it is more profitable to produce 
inferior kerosene than to convert a portion into other products and 
sell the remainder as fuel oil. 


To. It is therefore to the advantage of the Companies to main¬ 
tain the demand for inferior kerosene in India. Any approxima¬ 
tion of the price to that of superior kerosene 
tends to reduce the demand by the substitu¬ 


tion of vegetable oils or diversion of 
consumption to superior kerosene, To some 


Any further permanent 
change in differential 
between superior and in¬ 
ferior kerosene unlikely. 

extent, also the production of inferior 
kerosene gives the Companies a hold over their dealers, since there 
is no alternative source of supply, this class of oil not being manu¬ 
factured outside India. Unless therefore an entirely new refining 
policy is adopted, it is improbable that any considerable further 
perirfanenl reduction can be maintained in the differential between 
the prices of superior and inferior kerosene. So far as the con¬ 
sumer’s interest is concerned, we are therefore of opinion that any 
assistance to the Oil Companies which would result in an increase 
in price would be contrary to the interest of the country. 

TO. We have yet to consider the revenue aspect, of the question. 

The Oil Companies have stressed the importance as a source of 

revenue to Government of the indigenous 
(woverament s interest. ^ ,■ /■ i . . P 

production or kerosene. Assuming for the 

sake of argument that the price war did result in some decrease in 
the production of crude petroleum, it does not follow that Govern¬ 
ment's revenues as a whole suffer. The import, duty on kerosene 
(2-1 annas a gallon) is so much higher than the excise duty (1 anna) 
that from the strictly revenue point of view it would be advan¬ 
tageous to import all the country’s requirements of kerosene. This 
will he clear from the figures given by the Indo-Bunna Petroleum 
Company regarding payments by them to Government in 1927. 
The figures are as follows: —- 

Rs. 

Excise on kerosene . . . . . . . 4,35,270 

Royalty, income-tax and surface fees chargeable, 

taking kerosene at 50 per cent, total production 3,62,4.50 


Total 


7,97,720 
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In 1927, 6,964,352 gallons of kerosene were produced. If this were 
ini ported, tlie import duty at annas a gallon would amount to 
Rs. 10,88,180. Royalty and surface fees which are payable to the 
local Government amounted to Rs. 2‘21 lakhs. Assuming then 
-that the local Government was compensated for the lossi of royalty 
and surface fees, the Central revenues would still benefit. 


77. Our general conclusion then is that the present price war 
in kerosene, while of immediate benefit to the consumer, will neither 
, , . adversely affect Government revenues, nor 

seriously prejudice the future production of 
oil in India. On the other hand, the economic pressure resulting 
therefrom is likely to reduce the costs of production and lead to 
better utilization and conservation of the mineral resources of the 
country. The absorption of one or more of the smaller Companies 
by the larger is not necessarily an evil since it would probably lead 
to a more methodical and scientific system of drilling with better 
recovery of petrol and better utilization of gas as a source of 
power. We are therefore of opinion that dumping in the sense 
used in our terms of reference is not contrary to the national 
interest. 


78. We desire to add that in any case we consider the applica¬ 
tion for protection was premature. Although the time at our 
disposal has not been sufficient to explore 
teeter, premature. 1 ’ ^ the T" estion of economy in production and 
manufacture, we have indicated certain 
directions in which the industry as a whole could undoubtedly 
reduce expenditure or increase iis output of refined products 
with little additional cost. An examination of the economies intro¬ 
duced by the British Burmah Petroleum Company indicates that 
■some of these could have been introduced with advantage even 
before the price war, had the necessary incentive to economy been 
forthcoming. Further, the full effect, of changes in refining policy 
in the direction of increasing the output of products not affected by 
the price war has not yet become apparent and we believe the limit 
•in this direction has not been reached. Finally it is recognised 
by tlie Companies m their joint letter to the Government of India, 
dated the 15th December, 1927, that the present cycle of over¬ 
production will pass. They further state that “ in the very nature 
of the industry as a whole—susceptible as it is to sudden changes 
from over to under production as compared with world demands— 
it is dangerous to take short view's ”. With the passing of the 
.cycle of overproduction, the price obtainable for all the products 
of the Companies unaffected by the price war will rise. Since 
none of the Companies stand in immediate danger, it is not un¬ 
reasonable to expect them to await the anticipated rise in prices. 
Apart from this, until all possible economies have been effected and 
the processes of refining examined and if necessary adapted to 
changed price conditions, we could not consistently with our treat¬ 
ment of other industries, hold that in the national interest a case 
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had been made out for protection of the smaller companies against 
dumping on the ground that the future oil production of the country 
would be adversely affected. Since the Burmah Oil Company’s 
claim for protection is contingent on our recommendations regard¬ 
ing the smaller companies, we consider it unnecessary to examine 
separately the case for protection of the Burmah Oil Company. 



CHAPTER IV. 


Third term of reference. 


79. We now come to our third term of reference, namely to 
report whether it is likely that the price war will extend to 
petrol, what the consequences to the Indian 
equuf t°d demand. ba y producers are likely to he if it does and in 
that case what measures we would recom¬ 
mend. Though at one time considerable quantities of petrol were 
exported from India, export has recently ceased, the indigenous 
production being barely sufficient to meet the home demand. We 
give below the recent increase in the demand for petrol in India: — 


— 

1.920. 

1921. 

1922. 

1923. 

1924. 

1925. 

1920. 

1927. 


Gallons. 

Gallons. 

Gal loin. 

Gallons. 

Gallons. 

Gallons. 

Gallons. 

Gallons. 

Production. 

35,121,3211 

37,8S4,03i 

40,331,157 

39,500,463 

39,903,718 

39,753,948 

39,870,532 

47,033,380 

Import 

3,735 

2,530 

815 

1,494 

4,878 

0,002 

2,088 

111,940 

TOTAt. . 

35,128,058 

37,880,570 

10,332,172 

89.507,950 

39,908,590 

59.759.940 

80,873,220 

47,145,320 

Less Exports 

21,240,078 

10,510,398 

10,700.570 

18,923,805 

22,202,585 

12,079,032 

2,220,780 

3,844 

Demand 

13,887,380 

18,370,1.72 

20,571.590 

20,584,091 

17,040,011 


37,052,440 

47,141,482 


The increase in the Inst three years has heen at the rate of about 
10 million gallons a year. On the other hand, when in 1926, it 
was apparent that demand would soon overtake supply, an in¬ 
crease in production occurred which nearly equalled the increase 
i?i demand. But it is clear that if demand continues to advance 
at this rate, in a few years it wilt he difficult for the indigenous 
industry to meet the Indian demand. Mr. Gray the representa¬ 
tive of the Burniah Oil Company, has given it as his opinion that 
in about two years demand will have overtaken supply and im¬ 
ports of petrol will become necessary. In giving this opinion he 
has taken into account the possibility of increasing the supply 
hv improved methods of stripping petrol from natural gas and 
by conservation of such gas at the fields. On the other hand, it 
has been proved in America that the outjjut of petrol can he much 
increased by the cracking process and indeed until recently without 
this process the supply of petrol would have long heen insufficient 
for the world's demand. Any considerable augmentation of 
supply by this process in India must of course depend largely on 
the relative course of prices of the different petroleum products. 
On the whole, however, we consider that two years is a safe estimate 
of the period within which no considerable importation of petrol 


will he necessary. 

80. The Standard Oil Company of New York has heen watch¬ 
ing with close attention the increase in the demand for petrol in 
India and has laid its plans for obtaining 
a share in the imports when imported petrol 
is required. The first step must clearly be 
to erect installations at the main ports wherein to store the petrol 


Standard Oil 
pay’s attitude. 


Com- 


( 18 ) 
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on arrival. Accordingly the Company has commenced to acquire 
land in Karachi, Bombay, Madras and Calcutta for this purpose. 
In Madras the land has been acquired. In the other ports appli¬ 
cations for land have been made, but no sites have as yet been 
obtained. Taking into account the time necessary for acquiring 
sites and for erecting the installations it seems a reasonable esti¬ 
mate that the Company will not he in a position to market petrol 
on any considerable scale within two years. The matter is of 
great importance to our enquiry and it seems desirable therefore 
to reproduce in extenso the considered statement of the General 
Manager for India of the Standard Oil Company on this subject. 

“ With regard to the probable date our installations will he 
ready to permit of our entry into the Indian petrol 
market, I give it as a conservative estimate that it will 
take a full two years to complete the installations; 
some may he ready slightly under two years, hut others 
may take more time to be completed. Any estimates 
that may have been made by members of my staff 
to the effect that we would be ready at any fixed date 
under two years, or at some time within a few months, 
are not authoritative and have been made without my 
knowledge or sanction. I am not prepared on behalf 
of my Company nor will I recommend to them that 
we give any undertaking whatsoever to restrict our 
sales of petrol in any respect to the exact difference 
between indigenous supply and the demand,' as has 
been suggested. We expect that hv the time we shall 
be ready to market petrol in India, the consumption of 
petrol will have materially increased to a point where 
we shall be in a position eventually to sell a quantity 
consistent with the plant investment that will he neces¬ 
sary. It was not our intention to give any other 
impression than this in our printed representation to 
the Tariff Board.” 

“ I will undertake on behalf of Standard Oil Company of New 
York to market, such petrol as we do sell, at prices at 
which petrol is at that time sold by indigenous or 
other companies selling petrol in India. It is not our 
intention to enter the Indian market by cutting prices 
below those then prevailing' and if petrol prices are 
at that time reduced, it will not be on my Company’s 
initiative. That is the only guarantee I will give in 
connection with our entry into the petrol business in 
India.” 

81. It is clear from this statement that it is not probable that 
the Standard Oil Company will import petrol within two years 
and we notice that in a recent circular to 
No import by Standard their agents the Burinah Oil Company has 

. Company likely s f a y e( ] that, “ there is no prospect of the 
. !",i. i.'Vi, jt... .... Standard Oil Company importing petrol 
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into India for a very long- time to come ”, It might be possible 
to import petrol in, small quantities or in barrels before two years 
have elapsed. Any such course appears to us unlikely. The in¬ 
digenous Companies with their established connections would have 
little difficulty in making any such course of action extremelv 
unprofitable for the Standard Oil Company and it is very doubtful 
whether by small and irregular importations any business con¬ 
nections of value would be established. It is reasonable to 
suppose therefore that the Standard Oil Company will wait until 
most of their installations are complete before engaging in this 
branch of the trade. 

82. In their statement the Standard Oil Company give an un¬ 
dertaking not to initiate a price war in regard to petrol. It does 
not follow that a price war will not occur 
Conclusion as to pro- in certain circumstances. Indeed the re- 
petroi ty ° f pnue war Ul preservative of the Burmah Oil Company 
has stated that if the Standard Oil Com¬ 
pany of New York import petrol while the indigenous Companies 
are still able to supply the whole Indian demand, the Indian Com¬ 
panies will launch a price war. This contingency, however, need 
not seriously be considered, since the Standard Oil Company of 
New' York have no intention of entering the Indian market on a 
considerable scale until the demand has probably outstripped the 
home production. As regards a price war resulting from the im¬ 
portation of Russian petrol the representative of the Burmah 
Shell Company has given his opinion that a period of twm years 
should be sufficient to enable the Royal Dutch Shell Group and 
the Standard Oil Company of New' York to compose their dispute. 
But in any case it appears to us tha.t any attempt to forecast con¬ 
ditions in two years' time is quite impracticable. It is by no 
means improbable that within that period the rival companies will 
have come to terms. Moreover, the present depressed conditions 
in the world market for petroleum products may have passed away 
and the outlook for the oil companies improved in consequence. 
Nor is the time available for this enquiry sufficient to determine 
to what extent economies or changes in refining processes effected 
by the Companies will compensate them for anv losses incurred. 
In so highly speculative an industry as the Oil Industry, not 
even an expert could forecast with any pretence to accuracy the 
production of crude petroleum of any given company. Further 
in the event of a price w r ar in petrol it is impossible to foresee 
the extent to which petrol prices may be reduced. It may be 
assumed that the Royal Dutch Shell Group would reduce prices 
to an extent sufficient to eliminate any advantage the Standard 
Oil Company may derive from export from Russia. But the price 
at which the Standard Oil Company can obtain its supplies of petrol 
is unknown to us and in any case one of the contracts of the Stand¬ 
ard Oil Company with the Soviet Government for kerosene will, 
we understand, by that time, have expired. Whether it will be 
renewed and if so, on what terms, it is impossible to say. Our 
conclusion, therefore, is that it is unlikely that the price war will 
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extend to petrol within two years. Whether at the end of that 
period a price war in petrol will be initiated must depend on the 
.arrangements between the Companies. We consider it premature 
to express any opinion as to the probable results of such a war 
on the Indian producer at the end of that time and it appears 
to us that no immediate measures are called for. 


83. In concluding this report, we desire to warn the public 
against accepting the estimates of the financial position of the 
Companies which we have put forward as 
Estimates not to be representing actual financial results either 
taken as forecasts of y ear ’ s -working or of any future 

year. Since the balance sheets which torm 
the basis of our calculations were issued, many economies have 
doubtless been introduced while refining methods have already 
been partly adapted to changed market conditions. All markets 
in India are not equally affected by the war and changes in dis¬ 
tribution may have important bearings on the fortunes of indi¬ 
vidual companies. Our object has in no sense been to attempt 
to forecast the next balance sheet of the companies but rather to 
set forth the maximum reduction in profits which, assuming 
other conditions previous to the price war continue unchanged in 
the main, may be expected to result from the present depressed 
price of all petroleum products. 



CHAPTER V. 

Summary. 

84. We summarize our conclusions us follows; — 

(1) We have taken the equivalent of world paritj' at Indian 
ports to mean not necessarily a fair selling price but the price of 
imported kerosene with reference to which the price of kerosene 
in India would be fixed ex-main installation in normal condi¬ 
tions. 

(2) On this interpretation we consider that the price should 
be determined by the f.o.'b. American Gulf price plus freight 
from Gulf ports to India and incidental charges such as profit, 
storage, duty, etc. ‘Taking inferior and superior kerosene in the 
same proportion as the Indian production we estimate the equiva¬ 
lent of world parity at Indian ports at Rs. 4-8-4 per unit of 8 
Imperial gallons in bulk. 

(■i) As a result of the war, prices have been affected in diff¬ 
erent degrees in different areas and the average price obtained by 
the Companies varies somewhat. Since the greater portion of the 
sales in India is made by Ira Iturmah Shell Oil Storage and 
Distributing Company of India, Limited, we think that the 
average price obtained by it ex-iustallation for all areas in India 
other than the economic areas of the Assam and Attock Oil 
Companies, namely Rs. 3-10-9 per unit of 8 Imperial gallons in 
hulk, may fairly be taken as the current price of kerosene. This 
figure represents the price at which indigenous oil and imported 
oil are sold by the Burundi Shell Oil Storage and Distributing 
Company of India, Limited, in the Indian market, 

(4) We find therefore that the sale of kerosene in India below 
world parity as a result of the price war is established. 

(5) We find that the oil production in the main field in Burma, 
viz ., Yenangyaung, is now definitely on the decline, and though 
in the Singu and Indaw fields in Burma, and in the Assam and 
Attock fields, there is the prospect of enhanced production, it is 
clearly a matter of considerable importance to the future oil pro¬ 
duction of India, that the Companies should he in a position to 
continue prospecting and development work. 

(6) On examining the financial position of the Companies we 
find that profits have been considerably reduced and we have 
considered whether the reduction in profits is such as to affect 
seriously the development and prospecting work undertaken by 
the Companies. 

(7) We find that the reduction in profits resulting from the 
price war may lead to some restriction of development work in 
the case of one or two companies. But we are satisfied that no 
premature closing of oil wells will he necessary and that the 

( 52 ) 
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■present production of oil is not likely to be affected to any serious 
■extent. 

(8) A very considerable part of tlie reduction of the profits 
is due to the fall in prices of products other than kerosene due 
to overproduction in America. As the American conditions im¬ 
prove, the effect will be reflected in prices in India. 

(9) Since the proportion of the various petroleum products 
is not fixed but is variable within certain limits with little 
■change in the cost of refining, it is probable that in this direction 
the Indian Companies may to some extent obtain relief from the 
•effects of the price war. 

(10\ Although the present price war may continue for some 
time, it appears that the Royal Dutch Shell Group and the Indian 
Companies associated with it will endeavour to stabilize kerosene 
prices at or slightly above their present level. We think there¬ 
fore that the most acute period in the price war is past. 

(11) We believe that one of the immediate consequences of 
the price war will be to stimulate the Indian Companies not only 
to undertake measures of economy and to make the fullest use 
■of their oil resources, but also to adapt their plant and processes so 
as to return-a higher proportion of the more valuable products. 

(12) We have considered the various national interests affected 
by the Industry and the effect of the price war on them and we 
are of opinion that no case has been made out for safeguarding the 
Indian Oil Industry against the sale of imported kerosene below 
world parity. 

(1-3) We consider, however, that the recent reductions in rail¬ 
way freight on petrol and other oil products will seriously affect 
the Attack Oil Company’s position in competing with foreign oil, 
since these reductions do not apply to the transport of oil within 
the economic area served by the Attock Oil Company. We re¬ 
commend that this matter should he carefully considered by Gov¬ 
ernment. 

(14) We find that it is improbable that foreign petrol v'ill be 
imported into India on any considerable scale within two years. 
It is impossible to foresee what the market arrangement between 
the various companies will he at the end of this period or to 
determine whether the price war will then extend to petrol. In 
.any case we consider that no immediate measures are called for. 


R. L. 


WALKER, 

Secretary . 


A. E. MATHIAS, 

Member. 

•T. MATTHAI. 

Member. 


The 16th June 1928. 
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Note by the President. 

Though I agree with my colleagues that no case has been made 
out to justify the Board’s, recommending any immediate action 
on the part of Government, I am at variance with them both as 
regards the scope and the method of our enquiry and I find myself 
unable to sign their report. 

1. That report is based on a strictly literal interpretation of 
the terms of reference. They have been taken out of their con¬ 
text and treated as though they stood by themselves with the 
result that in my opinion there lias been no substantial compli¬ 
ance either with the procedure indicated by the Government of 
India in paragraph 3 of their Resolution or with the requirements 
of the terms of reference read as a whole. 

2. The origin of the enquiry as explained in paragraph 1 of 
the Government of India’s resolution was the receipt by the Gov¬ 
ernment of India of representations from indigenous Companies 
asking for protection against the injury inflicted on it by a kerosene 
war between two foreign groups, viz., the Standard Oil Company 
of JS’ew York and the Royal Dutch Shell Group. In paragraph 
3, the Government of India have explained that the question to 
be investigated was the advisability of safeguarding the indi¬ 
genous industry against in jury inflicted by dumping, that is the 
sale of imported kerosene in India at prices below world parity. 
The Government of India, desire to know, and before any rational 
answer can be given to the terms of reference, it is necessary for 
the Board to consider— 

(i a ) whether imported kerosene has been or is being dumped, 
that is to say sold in India below world parity, 

( b ) whether any injury has thereby been or is being caused 

to the indigenous industry, 

(c) the extent of the injury, if any, in so far as it may be 

reflected in its probable effect on the financial position 
of Indian producers. 

Points ( b ) and (c) do not appear to have been investigated except 
indirectly and point (a) very inadequately, and, in my opinion,, 
also incorrectly, 

3. In order to answer point (a) it is necessary to ascertain the 
world parity price as well as the price of imported foreign kero¬ 
sene. A finding has been given on the question of world parity 
but without in my opinion sufficient qualification of the evidence 
tendered in support of important items constituting the world 
parity price. But there is no finding which can he regarded as 
adequate on the average price at which all imported kerosene was 
sold. Though the Standard Oil Company sells three quarters, 
if not more, of the imported kerosene, neither its sales nor its 
prices have been taken into account in determining the average 
price of imported kerosene. Indigenous kerosene is being sold 
by the Burmah Shell Oil Storage and Distributing Company of 



NOTE. 


55 


India, Limited, along with a small percentage of imported kero¬ 
sene. Loth indigenous and foreign kerosene are sold by this- 
group at the same price*. By an arithmetical comparison of an 
estimate of this price with the world parity price it is said that 
dumping is established. As T shall point out in my report, this 
estimate of the current price is incorrect. I am unable to agree 
that dumping is established. The amount of imported kerosene 
sold by the Burmah Shell Uil Storage and Distributing Company 
of Tndia, Limited, represents about 15 per cent, of their total 
sales, and the fact that this small volume has been sold below 
world parity prices cannot be considered as adequate proof of 
dumping. As ‘ dumping ’ is defined in the terms of reference, it 
con be reasonably established, in my opinion, only if it is proved 
that imported kerosene taken as a whole is sold at a price which 
is below world parity. But as T have stated, no attempt has been 
made by my colleagues to determine this price. 

4. Even if it were held that ‘ dumping ' had been established 
on such evidence as my colleagues have considered adequate it 
was still necessary before proceeding any further to determine 
whether any injury had been inflicted on the Indian producers as 
a consequence of such dumping, and the extent of such injury. 
But the direct investigation oi' this aspect of the question, if it 
is kept in view, becomes after this stage a secondary object and 
an entirely new line of investigation is adopted and is described 
as follows: — (paragraph 39.j 

“ Our object is to ascertain the financial position of the Oil 
Companies at present and in the future. The basis 
of enquiry is the last available balance sheet and 
profit and loss account of the Company. Bv applying 
the difference between present prices for all petroleum 
products manufactured by the Company and those 
current in the year under consideration to the produc¬ 
tion of that year, a general idea is obtained of the re¬ 
duction in profits which has taken place. This method 
assumes that the whole production is sold in the year 
and that stocks of products remain constant. In the 
case of some Companies, stocks are valued at below 
market price. Any variation in stocks will therefore 
to some extent vary the profits. But we consider that 
such variation is not likely to affect seriously the 
validity of our conclusions. It also assumes— 

(1) that production remains constant and that the relative 

proportion of the different refined products remain 
unchanged; 

(2) that future prices remain on the present level; 

(3) that expenditure continues unchanged, no economies 

being possible 

5. As a result of the adoption of the above procedure an in¬ 
vestigation into dumping and its effects upon each of (he Indian 
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producer is converted into a general review of the whole field of 
the industry’s activities. The claim of the industry for protec¬ 
tion on the specific ground of the dumping of kerosene has not 
been adequately investigated and there is no finding, as far as 
I can see, on the probable effect of the injury inflicted by dumping 
alone on the financial position of the Indian producers. The in¬ 
vestigation appears to have been conducted as if no question of 
dumping had been raised expressly and it might have been possible 
to arrive at the same conclusions even without holding that 
dumping had been proved. In my opinion, therefore, the main 
body of the report does not furnish a sound foundation for a sub¬ 
stantial answer to the terms of reference. 

6. The method adopted, moreover, involves far too many hy¬ 
potheses and assumptions to ensure even a reasonable degree of 
accuracy. By way of illustration I cite the following passage 
from paragraph 55 dealing with the Attoek Oil Company to show 
the process of reasoning by which some of the results have been 
arrived at: — 

“ In 1926 the profit in India was £48,361. Owing to the 
increase in production, the expenditure per unit pro¬ 
duced has very much declined. After examining the 
costs accounts which have been produced, we are satis¬ 
fied that had the expenditure in 1926 been at the same 
rate as in 1927, on the production of the former year 
expenditure would have decreased by about Hs. 11 
lakhs excluding from account London expenses, in¬ 
terest charged and depreciation. On the 1927 scale 
of expenditure per unit, profits in 1926 would thus have 
been increased by about £83,000 giving a total profit 
of £131,000 ”. 

Having obtained hypothetical figures in the way indicated above 
as regards profits or losses, various adjustments are made some¬ 
times in accordance with actual facts and at other times on hypo¬ 
thetical grounds, and the financial results so derived form the 
basis of the main recommendation that no case has been made out 
for national assistance. 

7. In the course of the discussion observations have been made 
on the suitability or otherwise of technical processes, the re¬ 
organization of the industry, possible economies and the like. 
I am unable to agree with many of them without a good deal 
more technical knowledge than I have been able to acquire in the 
space of seven or eight weeks. It appears to me that, some of 
them at any rate may, if not found wholly inaccurate, on further 
examination require radical revision. 

8. I would also dissociate myself from the manner in which 
the general financial position of the Companies has been ex¬ 
amined and some of the opinions upon the financial results have 
been expressed. Dealing with an already highly speculative in¬ 
dustry I would guard myself more carefully than this report 
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would allow, against tlie expression of views which might be' 
misunderstood by the investing public or affect the financial 1 
credit of any applicant Company, especially when, as in this 
enquiry, the application of an industry for protection has been 
rejected, 

P. P. GINWALA, 

President. 

The 23rd June 1928 . 



Minority Report . 



MINORITY REPORT. 


CHAPTER I. 

Questions to be investigated—Difficulties explained. 

The Government of India in paragraph 3 of their Resolution 
Question to be investi- Ao. 141-1 (39), fluted the 29th March, 1928* 
gated- state— 

“ The question to be investigated in the enquiry is the advisa¬ 
bility of taking steps to safeguard an Indian industry 
. from injury inflicted by dumping, that is the sale of im¬ 
ported kerosene in India at prices below world parity. 
In these circumstances the Government of India con¬ 
sider that no detailed examination of the costs of produc¬ 
tion will he necessary, and that it will suffice to ascer¬ 
tain by more summary methods the probable effect of the 
price war on the financial position of the Indian pro¬ 
ducers.” 

In this paragraph the Government of India briefly explain the 
general question to be investigated and also indicate the lines on 
which the enquiry is to he conducted. The enquiry 7 is to he a sum¬ 
mary one, in which no detailed examination of costs is necessary. 
The enquiry is also to be limited to kerosene and not to extend to 
other petroleum products. Tor the purpose of enabling the Govern¬ 
ment of India to consider the advisability of safeguarding the 
indigenous industry against the injury inflicted by dumping, that 
is the sale of imported kerosene below world parity, the Board has 
been asked to ascertain (a) whether dumping has taken place, (b) 
if dumping is proved, whether the indigenous industry has been 
injured thereby 7 and (c) if so, whether it is in the national interest 
that protection should he given against dumping. In determining 
the last point the Board is required to estimate the probable extent 
g)f the injury to the financial position of the Indian producers with 
reference to kerosene only. 

2. The specific points upon which under the terms of reference 
Issues involved in thetbe Board has to report may he thus stated— 
investigation. 

(1) What price for kerosene should be taken to be equivalent 

to world parity at Indian ports ? 

(2) Are current prices in India below that level ? 

(3) If the answer to (2) is in the affirmative, what is their 

effect on the"financial position of the Indian producers? 

( 59 ) 
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(4) Is it in the national interest in view of their effect on the 

financial position of the Indian producers, to grant pro¬ 
tection against the dumping of foreign kerosene and, if 
so, in what form and for what period? 

(5) Is the price war likely to extend to petrol? 

((>) If the answer to (5) is in the affirmative what will be the 
consequences to the Indian producers? 

(7) In view of such consequences what measures should be 
recommended? ■ 

;'J. Before discussing in detail the specific points involved in the 
terms of reference I should like to deal with certain general aspects 
of the kerosene rate war as a result of which 
f te &USeS ° f ^* e kerosen * the present enquiry was instituted. The 
public has been given to understand and a 
determined attempt has been made to persuade the Government of 
India that the immediate cause of the kerosene rate war was the 
indignation of the Royal Dutch Shell Group at the immoral conduct 
of the Standard Oil Company of New York in concluding a con¬ 
tract for the purchase at uneconomic prices of ‘ stolen ’ oil for sale 
in India, ami in so placing its marketing organisation at the dis¬ 
posal of Soviet Russia. No evidence of any kind has been placed 
before the Hoard to support the allegation that the Standard Oil 
Company's purchase’ of Russian oil was at uneconomic prices but 
even if that allegation had been proved, there was no reasonable 
ground for complaint so long as the Standard Oil Company made no 
attempt to use that oil to enlarge its share of the Indian market 
by selling it in India below world parity prices. I do not propose 
to enter into any discussion, of the moral aspect of this contro¬ 
versy : the Hoard has had no opportunity of hearing the other side 
of the case ami is not therefore in a position to discuss the question. 
The real causes of the war, however, were very different from those 
alleged. By virtue of its possession of convenient sources of sup¬ 
ply for the Indian market and of its understanding with the 
principal indigenous companies the Royal Dutch Shell Group had 
secured a dominant position in this country and had been able to 
maintain in co-operation with the .indigenous producers a higher 
level of prices than would otherwise have been possible, ihe ac¬ 
quisition bv its rival, the Standard Oil Company, of a new source 
of supply so much nearer the Indian market constituted a distinct 
menace to the Royal Dutch Shell Group’s position. A further con¬ 
sideration was that it was becoming increasingly difficult to deny 
the £ geographical ’ claim of the Anglo Persian Oil Company to a 
share in the Indian market. The production of that Company lias 
been increasing rapidly during recent years and in sea roll of new 
markets for its increased production it was pressing its claim to a 
share in the Indian trade. The admission of this claim entailed 
the surrender by the Royal Dutch Shell Group of part of its owui 
sliaie unless the entry of the Anglo Persian Oil Company into the 
Indian market could be made at tlie expense of the Standard Oil 
Company. The Hannah Oil Company has 'a large interest in the 
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Anglo Persian Oil Company, and the hearty co-operation of the 
former Company with the Royal Dutch Shell Group in the rate 
war—a co-operation without which the war -would in all probability 
never have been started—was natural enough. If the Burjnah Oil 
Company ever felt any hesitation in entering the war, it was over¬ 
come by the promise of the Royal Dutch Shell Group through its 
subsidiary, the Asiatic Petroleum Company, substantially to in¬ 
demnity both the Bu'rmah Oil Company and the other Companies 
associated with it against losses arising out of the rate war. 

4. In view of the events which preceded the launching of the 
rate war in September, 1927, and of the understanding existing 
between the main participants it is difficult 
materiaPfactj 1 dlscIose not to find the principals of the applicant 
Companies—I except the Tndo-Burma Petro¬ 
leum Company to whom the Asiatic Petroleum Company’s promise 
of compensation does not refer—guilty of a lack of candour amount¬ 
ing almost to deliberate vwla fulets. The Government of India was 
not informed and it was not until the 1st May after the Board had 
been taking evidence for several days that it was admitted that the 
rate war had been started by the Asiatic Petroleum Company with 
the knowledge and consent of the Bunnah Oil Company and the 
Board was informed that the Asiatic Petroleum Company had agreed 
to compensate the members of the Pool for losses incurred as a 
result of the rate war. In the joint representation dated 15th De¬ 
cember. 1927. to the Government of Tndia and in the later representa¬ 
tions made to this Board it was stated that the rate war was a win 
“ between two foreign interests over an issue with which we have 
no concern I quote paragraph 2 of the representation of the 
British Burmah Petroleum Company’s letter No. B.433 of 9th April, 
1928, as typical of the attitude adopted at that time by the in¬ 
digenous Companies. 

“We desire in the first place to emphasize the fact that we 
have no concern with the causes which have led up to the 
dispute between the Standard Oil Company of New York 
and the Royal Dutch Shell Group, nor had we any part 
in the initiation of the kerosene rate war in which it cul¬ 
minated in September last, and which is still being car¬ 
ried on. We are, however, unwillingly involved in its 
disastrous results, which at the least are likely to lead 
in our ease to very serious financial embarrassment in 
the near future unless some measure of relief and/or 
protection is afforded.” 

In his oral examination on the 2(Sth April Mr. Gray stated that he 
was unaware whether the Burmah Oil Company or any other Com¬ 
pany had ever approached the Asiatic Petroleum Company with a 
request that the latter should share the burden imposed bv the rate 
war on the indigenous Companies, and he undertook to enquire of 
his principals in London. As a result the Board was informed 
on the 1st May that the Asiatic Petroleum Company had agreed to 
compensate members of the Kerosene Pool. It appears therefore 
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that the local representatives of the applicant Companies had no 
knowledge of this agreement, and the blame for the failure to place 
all the material facts of the case before the Government of India 
must rest upon their principals in London, To my mind their 
conduct as disclosed by these facts is indefensible. The machinery 
of this Board is intended to be used upon the instructions of the 
Government of India for the purpose of enquiring into bond fide 
applications by indigenous industries for protection against foreign 
competition. But it is difficult to regard the present as a bona fide 
application except perhaps in the case of the Indo-Burma Petroleum 
Company. The assistance of the Government of India has been 
invoked for a purpose which cannot be regarded as legitimate. 
Though compensation had been promised by the principal belli¬ 
gerent, an application for protection was put in as if the whole of 
the indigenous industry was suffering serious damage through the 
rate war. This failure to disclose material facts might alone have 
justified a summary dismissal of the application in the interest of 
public discipline. 

5. In the present enquiry largely owing to the shortness of the 
time at the disposal of the Board and the consequent impossibility 

of making any critical examination of much 
Difficulties experienced 0 £ evidence placed before it. the Board 
unng s njj . f oun( j itself faced with considerable difficul¬ 

ties. I am dissatisfied in particular with the evidence produced to 
prove the f'.o.b. Gulf prices of kerosene, freight charges from the 
Gulf ports to India, and current selling prices, and in the remainder 
of the present chapter I propose to discuss these difficulties. 

6. The expression ‘ world parity price ’ as used by the indigen¬ 
ous industry means the f.o.h. price of kerosene at the Mexican Guli 

ports plus the charges incidental to import- 
Equivalent of world ation, landing and storage and the revenue 
Industry* claimctl tjy the Customs duty. It is claimed that, as America 

accounts for more than 70 per cent, of 
the world’s supply of crude oil, the world parity price of petroleum 
products is their price f.o.h. Gulf ports, and that its equivalent 
at Indian ports is this price plus the charges above mentioned. 
The world parity price or rather the ‘ American parity price ’, as I 
propose to call it, has therefore no relation to the cost of production 
or the fair selling price of petroleum products in India under com¬ 
petitive conditions. The Manager of the Standard Oil Company of 
New York admitted that the expression ‘ world parity ’ was new 
to him and that he was unable to explain what it meant, and it 
seems to me as though it has been used, if not invented, by the Oil 
Trusts to exact the highest price from the consumer. Be that as it 
may, the indigenous industry contends that the price calculated on 
the principles mentioned above is the equivalent of the world parity 
price at Indian ports, and represents the price at which it is entitled 
to sell indigenous kerosene. They contend further that if current 
prices fall below that level there is evidence of dumping and a 
■claim for protection is justified. 
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7. The 'first item to he ascertained in the calculation of the 
equivalent of American parity is the f.o.h. Gulf price. The best 
„ ., . ~ „ . evidence of the current price of any commodi- 

unsatisfactory. ° prlcea ty is the price at which actual and bond fide 
transactions have taken place under competi¬ 
tive conditions. We have no evidence of any such transactions to 
assist us in arriving at the Gulf prices. It is well known that busi¬ 
ness is often done, especially on a large scale and in a depressed 
market, at prices which are not only below quotations in newspapers 
but also below actual offers. The only evidence of Gulf prices 
available to the Hoard consists of quotations. liven as quotations 
they are of little assistance' because the variations are so great that 
it is impossible to form any idea at what price business was actually 
done. I give below the prices supplied by the Indo-Burina Petro¬ 
leum Company from the Petroleum Times and Reuter’s Petroleum 
Service, those given by the Standard Oil Company and those upon 
which the Kerosene Pool based their calculations. In a cable dated 
the 24th April, 192S, from the Standard Oil Company of New York, 
New York, to the Standard Oil Company of New York, Rangoon, 
it is stated— 

There is no posted bulk price f.o.b. Gulf ports and Reuter’s- 
cables London of Gulf prices for prime white oil are 
merely indications of market conditions based on occa¬ 
sional report of sales made for export. Prices in Gulf 
are nominally half a cent per gallon lower than the 
New York posted export prices.” 

It is clear from the above that the quotations cannot be taken as 
reliable proof of actual prices. 

F.O.B. Gulf Port Prices. 

Cents per American gallon. 


Figure takf-n 
Standard by Fool ior 
11 ell ter* Oil calculation 

Company. of world 
parity. 
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F.O.B, Gulf Port Prices- -coneluded. 
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y.Ji .—New York export prices have been converted to f.o.li. <iuif port iirlc.es by the deduction of 
one half cent. 


it will be observed from the above Table how large the variations 
are. At the request of the hoard the Ilurmab Oil Company cabled 
their London ottiee lor a quotation and was given (i-5 cents as the 
f.o.b. (iulf price on Aird April, J928. T1 1 is figure has been adopted 
in my colleagues’ report. The Standard Oil Company’s quotation 
however, for the following day, 24th April, is 5*75 cents, in my 
opinion, therefore, little reliance can be placed on the evidence by 
which it is sought to prove the f.o.b. Gulf prices. Any results ar¬ 
rived at on the basis of these prices are liable to. be misleading 
because they do not represent the real prices at which business was 
done. 'When it is considered that, a variation of half a cent per 
American gallon means an increase or decrease in the equivalent of 
American parity of over two annas a unit—involving a relief or an 
additional burden to the Indian consumer of nearly half a crore of 
rupees on the consumption of one year—the danger of basing any 
conclusions upon such unsatisfactory evidence becomes apparent. 
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Evidence of freight un¬ 
satisfactory. 


8, Freight constitutes almost as heavy an item as the f.o.b. 
Gulf price, in the calculation of the equivalent of the American 

parity price at Indian ports. Freights vary 
from time to time, and the evidence placed! 
before the Board regarding these variations 
is little better than that supplied to prove the f.o.b, Gulf price. 
In September, 1927, time charter freights are said to have been 
8s. (ill. per ton, which is worked out as Its. 1-3-0 per unit. But in 
calculating American parity for the period July to December, 1927, 
the Fool took freight at 12.?. lid. per ton, thus raising the cost per 
unit by 7 annas 6 pies to Its. 1-10-6. As the importer’s profit is cal¬ 
culated on the c.i.f. price, the charge under that head also was 
raised by one anna from 4 annas 6 pies to 5 annas G pies per unit. 1 
I am not in a position to challenge the rate of freight taken at the 
time the Fool made the calculations upon which they arrived at their 
figure for world parity for this period, but the point is that the item 
represents a hypothetical expenditure only and if, as appears to have 
happened in this case, the figure adopted was actually considerably 
above the freight rates in force during the period for which the 
Pool’s calculations of world parity held good, the result is an addi¬ 
tional burden on the Indian consumer amounting to about Rs. H 
crores a year. 

9. The current prices of indigenous kerosene which, until the 
rate war, were fixed bv the Fool, are now fixed by the Burmah Shell 

The " ■ *. 


Current prices artificial. 


Group. 


Burmah Shell Group sells 


nearly 95 per cent, of the indigenous kerosene, 
the only company outside that group being the Indo Burma Petro¬ 
leum Company. The Standard Oil Company of New York and the 
Indo Burma Petroleum Company follow these prices. It has been 
admitted that the initial and subsequent heavy cuts in prices were 
not due to any lowering of prices of imported kerosene by the 
Standard Oil Company but were made by the Asiatic Petroleum 
Company with the knowledge and co-operation of the other members 
of the Pool, Nor were they necessitated by any existing economic 
causes. It has further been admitted that on account of secret 


rebates and remissions to agents the nett receipts of the members of 
the Pool were actually below these reduced selling prices. Since 
March no new economic conditions have arisen to justify a reduc¬ 
tion in the levefi of prices. If the American parity price of 6-5 
cents which, it is claimed, was the price on the 23rd of April, is 
correct, there was good ground for raising the level of current prices. 
But from the, 3rd of Mav the nominal price of superior kerosene 
was lowered from Rs. 4-8-0 to Rs. 4-4-0 while, at the same time,, 
that of inferior was raised by 4 annas from Rs. 3-2-0 to Rs. 3-6-0 


per unit by the Burmah Shell at the main Indian ports. The 
Standard Oil Company’s prices have remained unchanged at about 
Rs. 4-11-G in Bombay and at Rs, 4-15-6 per unit in the other ports. 
The object of the Burmah Shell is thus not to realise the best price 
that can be secured but to regulate prices to suit its purpose, which 
is to compel the Standard Oil Company to come to terms. One of 
these terms, is the surrender by the Standard Oil Company of tv o- 
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thirds of its contract with the Soviet to the Royal Dutch Shell and 
the Anglo Persian Oil Company, to he divided equally between the 
two latter. Further while this enquiry is proceeding it is not un¬ 
natural for the indigenous industry to try to prove that prices 
realized are uneconomic and for that purpose to keep them at a 
lower level than is necessary. It will be seen, therefore, that in the 
present conditions there is no such thing as ‘ current ’ prices in the 
ordinary sense, for they are what the Burmah Shell make them for 
the time being. In the entirely artificial atmosphere thus created 
by the deliberate action of this group no correct valuation of current 
prices is possible. There is at present no economic relation between 
foreign and internal prices and the level of current prices cannot 
seriously be regarded as evidence of dumping. The principal im¬ 
porter of foreign oil, the Standard Oil Company, has never lowered 
its prices, except when it was forced to follow the cuts made by the 
indigenous industry jointly with the Asiatic Petroleum Company. 

10. There is yet another fact which has an important bearing on 
the prices. The Standard Oil Company has never entered into com- 

Foreign compotition petition against the indigenous industry in 
in respect of inferior respect of what is described as inferior kero- 
kerosene only. sene. It is in fact, the case of the indigenous 

industry that no such kerosene is produced in the United States. 
"When imported from Borneo mainly by the Asiatic Petroleum Com¬ 
pany for sale in India, the maximum difference between the contri¬ 
bution prices received by the Asiatic Petroleum Company for their 
superior and their inferior kerosene is four annas a unit. It is 
stated that in the Straits Settlements where there is a market for 
inferior kerosene it is sold by the Asiatic Petroleum Company at a 
price which is lower than that of superior by only 2d, per unit. 
But in India it has boen the practice of the Pool until recently to 
muintain a differential of Rs. 1-6-0 a unit. The result is to lower 
the average realised price. The reason given for this policy is the 
good ‘of the consumer of inferior kerosene. The real object, how¬ 
ever, is to eliminate competition and consolidate the monopoly of 
the Pool in the sale of inferior kerosene. In these circumstances it 
is more than doubtful whether the price of inferior kerosene which 
has deliberately been kept lower than necessary is a factor which 
should be taken into account in determining the effect of the price 
war which is, in fact, confined to superior kerosene. 

11. It is also by no means easy to determine the current prices 
with reference to any particular period. Not only have they been 

, . changed from time to time at the will of the 

ing*current price^ofindi- 1><>0 . ] or tllft ShfiB - but tbe y ^ve 

genmis kerosene. varied from port to port. Between the two 

extremes, Bombay at the one end where the 
competition was keenest, and prices reached their lowest levels, and 
Rangoon at the other, where there was no competition and prices 
were almost entirely unaffected, there have been gradations of 
change to suit the conditions of local warfare. Then again, two 
kinds of kerosene are sold. The Standard Oil Company’s prices for 
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superior oil which is the only kind sold by that Company were al¬ 
most invariably two to four annas a unit higher than those of the 
Pool's. The inferior kerosene was sold at a price of Rs. 1-6-0 per 
unit below that of the superior until the 3rd of May when the 
difference was induced to 14 annas per unit. As far as individual 
companies are concerned, the realised prices vary according to their 
contribution of low priced kerosene and the proportion which the 
total sales of inferior bear to those of superior kerosene. Some of 
the Companies, again, sell a larger proportion of their output of 
kerosene in Burma and Chittagong where pre-rate war prices, well 
above American parity, are still being substantially maintained. 
The only way, therefore, to determine the current prices of indigen¬ 
ous kerosene is to treat the weighted average prices realized by each 
Company' as if they' were the current prices for that Company'. 
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Dumping: not established. 


12. In view of the difficulties referred to bv me in the last 


ChapTei. it 

-Method of 
tints. 


seems silmost idle to 


pursue ihese investigations any 


invest iga- 


furtliev. for the results obtained will be un¬ 
real and can serve no practical purpose. But 


serious issues have been raised in connection 


with an indigenous industry of first rate importance, and if this 
application is summarily dismissed there may he room for misunder¬ 
standing-, Subject, therefore, to what T have said by way of reserva¬ 
tion in Chapter T, I shall now proceed to investigate the issues set 
out in paragraph 2 on the lines laid down by the Government of 
India ns explained by me in paragraph 1. 1 propose first of all to 

ascertain upon the figures supplied by the applicant Companies the 
equivalent at Indian ports of the American parity price (<7) from the 
beginning- of the price war until the beginning’ of this enquiry in 
April, and (h) after April, 192S. Having ascertained the American 
parity prices, I shall consider whether any dumping, that is the 
sale of imported kerosene below those prices, has been established. 
T shall then ascertain how far, if at all, the realized prices for in¬ 
digenous kerosene during the earlier period were below American 
parity prices in order to estinmte whether the financial position of 
the Indian Companies has been adversely affected bv the rate war. 
In order to get a reasonably accurate idea of the effects of the rate 
war on the financial position of the Companies, it will not he enough 
merely to take the rate war period into account. If the Companies’ 
receipts were in excess of those realizable at the equivalent of 
American parity prices, during - , say. the six or nine months im¬ 
mediately preceding the rate war, they should have no reasonable 
ground for complaint if in a corresponding subsequent period they 
had to return to the consumer the excess received from him during 
the earlier period. This is in fact no more than the application of 
the Pool’s own principle which it is claimed regulated the fixing of 
the prices each half year. For this purpose 1 shall take into account, 
the American parity and the realized prices for the whole of the 
period beginning from January, 1927. and ending with March, 1928. 

T shall also make an estimate of the immediate future selling prices 
of the indigenous Companies and consider their effect on the finan¬ 
cial position of the Companies. "When T have completed this part 
of the examination. T shall discuss what T consider to be real equi¬ 
valent at Indian ports of world parity price since the beginning of 
Ihc rate war and at the present moment and consider whether any 
dumping has been proved on this basis. 1 shall then consider by 
comparison with Ihc realized prices and the estimate for the future 
prices to what extent the financial position of the Companies has 
been or is likely to ho affected. 


( 08 } 
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Investigation of finan¬ 
cial effect of war limited 
to applicants for protec¬ 
tion. 


1-i. T propose to limit tlie examination of the financial effect of 
the rate war to those of the indigenous Companies which are actual 
applicants for protection. The Burnt ah Oil 
Company has asked for no protection, though 
it claims that it should he treated on the 
same footing' as other Companies if any re- 
commendations arc made in their favour. 
This Company, however, is now openly one of the allies of the 
two foreign groups engaged in the war, and would on that 
account he debarred from claiming any national assistance. It is 
therefore quite unnecessary to examine how its voluntary action has 
affected its financial position. The Assam Oil Company is practic¬ 
ally owned by the Burmah Oil Companv and I tain, therefore, make 
no distinction between that Company and the Burmah Oil Com¬ 
pany. r l lie three producing and refinery Companies that remain 
are the British Burmah Petroleum Companv, the Indo-Burma Petro¬ 
leum Company and the Attock Oil Company. There are some Com¬ 
panies which are engaged solely in winning and producing crude oil. 
These have no case apart from the others and must stand or fall with 
them and I do not propose to deal with them separately. 

14. The equivalent of American parity at Indian ports, as given 
by the Indian Companies from September, 1927, until March, 192S, 

American parity--Sep- i s R s , 4 . 9.9 ?er un it. This figure is calcu- 
temher, 1927, to March, 1 . 1 t ,1 p 

1928 . fated as follows : — 





Its. 

A. 

r. 

F.o.b, Gulf port price 5'7C cents . 



1 

9 

3 

Freight . . . , . 



. 1 

.1 

0 

Leakage and insurance . 



0 

0 

6 

10 per cent, profit on e.i.f, . 



0 

4 

6 

Storage . . . Sr 



0 

3 

0 

Landing and installation 



0 

1 

(i 

Import duty ..... 



1 

4 

0 




4 

9 

9 


The profit of 10 per cent, on the e.i.f. price is excessive. This is the 
profit which, it is said, an imaginary importer of kerosene might 
claim as reasonable. The real importers, however, are the Standard 
Oil Company of New York and the Asiatic Petroleum Company who 
are for practical purposes also the sellers both in the country of 
origin and in India. No actual service other than the provision of 
the capital locked up during the period of transit is rendered hv the 
importers and that is certainly not a service in consideration of 
which they can reasonably claim a profit of 10 -per cent. Excluding 
for the moment the interest on the capital locked up iu the imported 
oil. the levy of this charge on the total demand of the country, about 
TO million units a year, has the effect of throwing an extra burden 
of more than Tis. SO lakhs a year on the consumer. This charge is 
clearly excessive, and T would reduce it to 2* per cent, or from 4 
annas 0 pies to I anna 1 pie per unit. The rate of 2J per cent, is 
ordinarily a liberal rate of commission for an importer, even if it 
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includes interest on the capital locked up. The duration of the out¬ 
ward voyage is said to he 09 days and that of the return voyage 57. 
Interest at 7£ per cent, on the f.o.b, price of the oil for the dura¬ 
tion of the outward journey will amount to 4 pies, leaving 9 pies 
which considering the nature of the service constitutes a very reason¬ 
able profit even if interest on freight has to be paid therefrom. The 
equivalent at Indian ports of American parity for superior kerosene- 
from September, 1927, up to April, 1928, was thus Rs. 4-6-4 per 
unit. There is no inferior kerosene imported from America but the 
Pool paid for its supplies to the Asiatic Petroleum Company 4 
annas per unit less for inferior than for superior kerosene, and this 
amount may be taken as representing the difference between the 
prices of the two kinds of kerosene. The price of inferior kerosene 
is, therefore, Rs. 4-2-4 per unit. The Pool’s sales of superior and 
inferior kerosene were approximately in the proportion of one to 
two and, therefore, the equivalent of the average American parity 
price of kerosene at Indian ports ex main installation from Sep¬ 
tember, 1927, to March, 1928, was Rs. ?-3-8 per unit. 


15. So far as there is any evidence, it would appear that the- 
equivalent of American parity at Indian ports from January, 1927, 

up to September, 1927, was the same as dur- 

ua^toSeptemberriil": in ? the Pf iod .‘ , The Pool ’ S Selliu ? 

prices were also identical for the two periods 

and it would not, therefore, be unreasonable to assume that the 
American parity prices were the same. 

16. I shall now calculate the equivalent of American parity at 
Indian ports since April, 1928. The f.o.b. Gulf ports price on the 

24th of April, 1928, according to the Stand- 
Ameriean parity— ard Oil Company’s cable was 5-75 cents per 
April, 1928. American gallon. If I were to adopt this 

price as the correct one, the equivalent of 
American parity at Indian ports would remain the same as during 
the two earlier periods. The Indian Companies, however, claim, on 
a quotation of about tire same date, that the f.o.b. Gulf ports price 
was 6-5 cents per gallon. If this figure is accepted, the equivalent 
of American parity at Indian ports from April, 1928, is Rs. 4-9-9 per 
unit ns under-— 


Rs. a. p. 


F.o.b. Gulf price 6-5 cents . . . . . 1 12 7 

Freight . . . . . . . . , 1 .‘1 0 

Leakage.0 0 6 

2} per cent, profit on e.i.f. . . . . . 0 12 

Storage , . ‘.0 3 0 

Landing and installation.0 16 

Import duty.14 0 


4 9 9 


The price of inferior kerosene will be Rs, 4-5-9 and the average of: 
superior and inferior Rs. 4-7-1 per unit. 
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IT. In order to ascertain whether dumping is taking place, it is 
necessary to investigate the. prices at which imported kerosene is 
_ . . . , sold in the country. The Standard Oil Coin- 

kerosene. ° lm P 01te panv of XeVv York has been for the past 
many years the largest importer of foreign 
kerosene. In Appendix I are given its imports since 1913. They 
consist only of superior kerosene and account for about 75 per cent, 
of the total imports. The Asiatic Petroleum Company’s imports ac¬ 
count for the remaining 25 per (tent. About two thirds of the Asia¬ 
tic Petroleum Company’s imports are inferior kerosene; their im¬ 
ports of superior kerosene represent therefore about 8 per cent, only 
of' the total foreign imports. In these circumstances it may fairly 
be argued that the prices at which the Standard Oil Company sells 
its kerosene are the prices at which foreign kerosene is sold in the 
•country. Appendix II shown the rates at which the Standard Oil 
'Company lias sold its kerosene since September, 1927. It will be 
observed that in the Calcutta area the prices have been well above 
American parity throughout the period. There were heavy cuts in 
parts of the Bombay, Madras and Karachi areas hut the weighted 
average price realized ex main installation by the Standard Oil Com¬ 
pany for all areas for the period 23rd September, 1927, and to 31st 
March, 1928, was Its. 4-15-2 per unit. During this period the 
average price realized by the Asiatic. Petroleum Company for their 
superior oil was about Its. 3-13-6 a unit. The inclusion of this oil 
would lower the weighted average price of imported superior kero¬ 
sene by two annas only to Its. 4-13-3. During the same period the 
Asiatic Petroleum Company’s inferior kerosene sold at about Its. 2- 
13-6 and the inclusion of this oil along with the Standard Oil Com¬ 
pany’s and the Asiatic Petroleum Company’s superior oil would 
further lower the price by 5 annas 2 pies, giving a weighted average 
ex main installation for all imported kerosene for the period Sep¬ 
tember 23rd, 1927, to March 31st, 1928, of Es. 4-8-1. 


18. Whether, therefore, we take the Standard Oil Company’s 
weighted average realized price of Es. 4-15-2 or the weighted aver- 
.... , age of the Standard Oil Company’s and the 

o nmping prove . Asiatic Petroleum Company’s combined im¬ 
ports of superior kerosene. ?■??.. Es. 4-13-3. or the average of all 
imported keroseuc, Es. 4-8-1. the selling price of imported 

kerosene for the period 23rd September, 1927, to 31st March, 1928, 
never dropped below the corresponding American parity price, 
namely Es. 4-6-4 for superior only and Es. 4-3-8 for superior and 
inferior combined. Since March, 1928, there has been a gradual 
but stendv rise in prices and the current weighted average selling 
prices would be higher than those of the earlier period of the war. 
Even those however are above the figures which T have calculated 
as the American parity prices subsequent to March, 1928, m'?., 
Es. 4-9-9 for superior only and Es. 4-7-1 for the average of superior 
and inferior. Tt is clear, therefore, that neither during the earlier 


part of the rate war. 23rd September, 19^7. to 31st March, 1928, 
nor subsequently has there been any dumping. 



CHAPTER III. 


Case investigated on American parity prices claimed 

by industry. 


19. Though f hold that no dumping has been proved and our 
terms of reference do not therefore require us to examine whether 
„ . . the indigenous industry has been adversely 

Re;,1,ZRd pnces affected by the rate wa’r, it is of interest to 

see to what extent the financial position of the applicant companies 
has been affected by the reduced prices. This part of the investiga¬ 
tion, however, is subject to the observations made by me in Chapter 
I. As T have explained in that Chapter, it is the deliberate policy 
of the Burn)ah Oil Company and its associate companies working in 
alliance with the Asiatic Petroleum Company to keep their selling 
prices below American parity. The realized prices are, therefore", 
unreal and there is no economic.connection between them and the 
prices of imported kerosene. Any resulting injury to the indige¬ 
nous industry is likewise self inflicted and one for which the sale of 
imported kerosene cannot be held responsible. 


to 


‘-'0. The following Table shows that during the first half of 1027. 
when the American parity price was at about the same level as in 
the later period, viz., Tis. 4-4-S per unit, the 
Position of indigenous British BurmaI) Petroleum Company rea¬ 
lized on an average 14 annas a unit and the 
Indo-Burma Petroleum Company 9 annas It) 
pies per unit more than American parity. The amounts therefore 
realized e.r main installation by these two companies in excess of 
the amounts realizable tit the equivalent of American parity are 
shown below : — 


ronip»iiie.s—January 
June, 1927. 


Name of 
Company. 

Units sold 

Price 

realized. 

American 

parity. 

Difference 
per unit. 

KxcoitR. 



Es. a. p. 

Hs. a. p. 

Rs. a. p. 

Ka. 

British Burmah Petro¬ 
leum Company. 

1,073,982 

5 1 10 

4 3 S 

0 14 2 

9,50,366 

ii.do-Burma. Petroleum 
Company. 

58!,567 

4 13 6 

4 3 8 

0 0 10 

3,57,431 


( 72 ) 
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Position of indigenous 
companies—J uly to 

December 1927. 


21. During tlie second half of 1927 (July 
to December) which included three months 
of the rate war the results were as follows: — 


Name of 
Com pat iy 


Units sold. 


Price American 

realized. parity. 


Difference 
per unit. 


Excess. 



22. The nominal selling prices of the Burma Shell Group ex main 
installations at the main Indian ports for the period January to- 
March, 192S, were Us, 4-8-0 and lis. .'1-2-0 
January to Marchfl^T respectively for superior and inferior kero¬ 
sene. In Burma they were m the neighbour¬ 
hood of Its. 5-8-0 for superior and Its. 4-1-0 per unit for inferior. 
Owing- to the payment of rebates and remissions and differences 
between localities, however, the actual weighted average realized 
prices were expected to be smaller, and at my request the Burmah 
Oil Company supplied me with the realizable prices for January 
and February for India and January to March for "Burma, in their 
letter dated the 7th June, 1928. The weighted average price there 
stated is Its. 8-4-7 per unit. On further enquiry I have found that 
in calculating this weighted average price they took into, account 
the sales of the Asiatic Petroleum Company in India which have 
been on a much larger scale since the rate war especially of inferior 
kerosene. These amounted to approximately 84 per cent, of the 
Burma Shell’s total sales in India. If these are excluded, the 
weighted average is about Us. 8-7-4 per unit for tlie indigenous com¬ 
panies other than tlie Indo-Burma Petroleum Company and the 
Attock Oil Company. During this period the British Burmah Pet¬ 
roleum Company received ex refinery 5-08 annas per gallon includ¬ 
ing the excise duty. If the pre ex main installation charges of 14 
annas 2 pies and landing and storage charges at the ports of 4 annas 
0 pies per unit we added, the equivalent of an ex refinery price 
of 5-08 annas per gallon is Us. 8-11-4 per unit ex main ocean instal¬ 
lations. During the same period the realized average price of the 
Indo-Burma Petroleum Company was Us. 8-18-5 per unit. 

28. Taking the prices given in paragraph 
Financial results— 22, the results for the period January to 

January to March, 1928. 1928; may l-, e sta ted as follows : — 


Name of 
Company. 


British Burmah Petro¬ 
leum Company. 
Indo-Burma Petroleum 
Company._ 


Units sold, 


Price American Difference 
realized. parity. per unit. 


Deficit, 



Ra. a. p. Rb. 

0 8 4 2,41,862 

0 6 3 84,167 


* The Pool’s contribution prices for supplies from the British Burmah Petroleum Com¬ 
pany held good np to 3lRt December, 1927. 
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Financial position— 

January 1927 to March, 
1928. ' 



24. The nett result for the whole of 1927 
stiul the first quarter of 192S may be sum¬ 
marized as follows : — 


INDO-BlRMA PiTROLEUK 

Co. 


1927 January—Juno 
July—December 

1928 January—March 

Net result 


British 

Petroi. 

Burmah 

BUM Co 

A bo vo 
Ainoncan 
parity. 

Below 

American 

parity 

Kb. 

Ks. 

9,50,366 


9,30,735 

2,41,802 

18,81,101 

2,41,802 

10,39,239 



Above 

American 

parity. 


Below 

American 

parity. 



3,93,513 


3,09,376 


It will he seen from the above that the actual receipts of these two 
companies were considerably higher than those which they would 
have received if their kerosene had been sold at a figure correspond¬ 
ing to American parity. The British Bnrmah Petroleum Company 
realized over Its. 16 lakhs and the Indo-Burwa Petroleum Company 
just over Rs. 3 lakhs more than they would have received on the basis 
of American parity. The actual results, however, may he more 
favourable in the case of the British Burmah Petroleum Company 
•owing to the agreement for compensation payable by the Asiatic 
Petroleum Company to tile former members of the Pool. T am not 
prepared to make any estimate however of the amount of compensa¬ 
tion thus payable. The Burmah Oil Company which also receives 
•compensation estimates that it will get about 3d. per unit after 
April, 1928, while the Asiatic Petroleum Company thinks that owing 
to a decline in prices in China little or nothing may he payable. 
These conflicting statements permit of no useful estimate. 

25. I have stated in paragraph 16 that the American parity 
price since April, 1928, is Its. 4-7-1 per unit. As regards the sel¬ 
ling prices, only a very approximate estimate 
Estimate of present b«1- j s possible. The current price of Its. 3-10-9 
l.ng pnees. supplied by the Burmah Oil Company at the 

request of my colleagues and adopted by them as representing the 
price of all kerosene appears to me to be obviously wrong. As an 
indication of the general level of prices, it is misleading for it ex¬ 
cludes all the sales of the Standard Oil Company, while it includes 
those of the Asiatic Petroleum Company. If the sales of Standard 
Oil Company, which accounts for nearly 25 per cent, of the total 
sales in India, are included, the average price of all kerosene will 
be raised to 11s. 4 a unit. As a measure of the prices realizable by 
the indigenous company it is equally misleading because of the 
inclusion of the Asiatic 'Petroleum Company sales which, as I have 
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explained m paragraph 22, lowered the weighted average in respect 
of January and February by about 2 annas 9 pies per unit. Fur¬ 
ther, the price of Es, 3-10-9 per unit assumes that this was the 
realizable price of each individual Company. Such however is not 
the case because the realizable price of each Company will vary 
according to the proportion of its sales made at the higher rates 
still in force in Burma and the proportion which its sales of superior 
bear to those of inferior kerosene. It is clearly necessary, therefore, 
to make an estimate in some other way. Since May, 1928, the 
nominal prices of the indigenous companies ex main installations at 
the Indian ports has been Us. 4-4-0 per unit of superior and 
11s. 3-6-0 per unit of inferior kerosene, though owing to the rebates 
and remissions they may not be stabilized at these levels for some 
time to come. In Burma then' has been no change in the level of 
prices. According to the estimate made for me by the Burmah Oil 
Company on the assumption that the ex main installation prices at 
the Indian ports are gradually stabilized at Es. 4-4-0 and Es. 3-6-0 
respectively for superior and inferior kerosene, the weighted average- 
price realizable after May, 192(8, throughout India and Burma may 
be taken to be Es. 3-13-3 per unit. This estimate includes the Asia¬ 
tic Petroleum Company’s sales and may require an adjustment. 
But I think it might be safer not to make any, because when the rate- 
war stops entirely or prices are stabilized on a war footing, the im¬ 
ports of foreign oil by the Asiatic Petroleum Company may not be¬ 
en as large a scale as now, and the weighted average therefore may 
not be appreciably higher than Es. 3-13-3 per unit. I will accord¬ 
ingly adopt this as the realizable price of the British Burmah Pet¬ 
roleum Company, though in fact it may be an anna or so higher. 
The change of prices will not affect, the prices realizable by the- 
Indo-Burma Petroleum Company to any appreciable extent and the- 
average price may he taken as before at Es. 3-13-9 per unit. 

26. ()n the assumption that the volume of kerosene sold per 
month remains substantially the same as that sold during the first 
three months of the current year, the amount 
Estimate of reduction by which the average monthly receipts from 
Miv U< 1928* m ° Iltl1 the sale of kerosene by these two companies 
will fall below the receipts which would he 
realized if the sales were at American parity is shown in the follow¬ 
ing Table: — - 


Name of 
Company. 

Intimate 
of units 
sold 

per month. 

Estimate 

of 

selling 

price. 

World 

parity. 

Difference 
per unit. 

Deficit. 



Es. a. p. 

Kb. a. p. 

R». a, p. 

Ks. 

1 

British Burmah Petro- 1 
lfium Cempany. 

ir. 1.7D2 

a is a 

1 7 1 

0 y 10 

95.12G 

Indo-Burma Petroleum 
Company. 

71,822 

3 13 r> 

i 7 1 

0 9 8 

13,393 
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27. Our terms of reference specifically exclude us from any de¬ 
tailed examination of the costs of production and I am therefore 
unable to express any opinion as to how far 
Financial position con- below American parity it is possible for the 
sidered. price of indigenous kerosene to fall before 

it ceases tc yield a fair return to the producer, hut I certainly am 
not prepared to accept the hypothesis that any difference between 
American parity and the price actually realized by the indigenous 
Companies represents a loss. The Table set out at the end of para¬ 
graph 20 shows that if prices remain more or less at their present 
level and the volume of sales does not vary substantially, the amount 
by which the receipts of the British Burmah Petroleum Company 
and Indo-Burma Petroleum Company will fall below those reali¬ 
zable on the basis of American parity will be Its. 11,41 ,ol2 and 
Its. 5,20,716 per annum respectively. The excess realized by the 
British Burmah Petroleum Company up to the end of March, 1928, 
was, as has been shown in paragraph 24, over Its. 16 lakhs, and its 
finances will not therefore really he adversely affected for 18 months. 
The Indo-Burma Petroleum Company also realized during that 
period an excess of Its. ?, lakhs and ior the next six months or so its 
position will remain unchanged. If any compensation is received 
by the British Burmah Petroleum Company from the Asiatic Pet¬ 
roleum Company, the deficit in the case of the former Company 
will he reduced to the extent of the compensation received. An 
examination of the British Burmah Petroleum Company s balance 
sheets for 1926 and 1927 shows, moreover, that even if no compen¬ 
sation is received the diminution of its profits to this extent will 
have no serious effects on its continued existence. The position of 
the Indo-Burma Petroleum Company also is too powerful to he 
affected in any way by an annual diminution of its income by 
Rs. 5,20,710. ‘Even in the last year’s balance sheet, which con¬ 
tained the results of three months of the rate war, the Company 
showed a profit of lis. 8,02,104 and a reduction of that amount by 
a maximum of Its. lakhs will have no prejudicial effect on the 
future of the Company. During the five years 1922 to 1926 this 
Company distributed in dividends to its shareholders over Us. I 4 
crores. If, therefore, no dividend at all were received by the share¬ 
holders even for several years, I can see no reasonable ground m 
that fact alone for national assistance. The losses of both the Com¬ 
panies moreover, can be substantially reduced by a readjustment 
of production. While the war lasts it is not necessary for them to 
sell more inferior kerosene than is absolutely necessary to retain 
their name in the market and production can he extended to other 
products which have not been affected by the rate war. 

28. The ease of the Attock Oil Company still remains to be con¬ 
sidered. This Company’s refinery is situated at Rawalpindi at a 
distance of some 800 miles from Karachi 
Attock Oil Company’s which is the nearest Indian port for the im- 
portation of foreign kerosene. It is therefore 
more favourably situated than the other Indian companies and has 
a large local market in which foreign competition is not ordinarily 
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•experienced. The prices realized by this Company ex refinery ha ve 
always been not only much higher than the average prices realized 
ex refinery by the other companies, but also considerably above the 
equivalent of American parity. Between the beginning of the rate 
war in September, 1927, and December, 1927, the weighted average 
realized price of the Attock Oil Company ex refinery was 8 annas 
1-4 pies per gallon, or Its. 4-0-11 per unit, and between .January, 
and March, 1928, 7 annas 5-8 pies per gallon, or Its. 8-11-6 per unit. 
If the other Indian companies had received these prices ex refinery, 
they would have amounted with (a) the cost of transport, 12 annas, 
and (b) lauding and miscellaneous, 4 annas 6 pies, and (r) excise 
duty, 8 annas per unit, to Its. 5-9-5 and Its. 5-4-0 respectively. 
These prices are w r ell above American parity. So far as this Com¬ 
pany is concerned, therefore, no further investigation is necessary. 

29. It is clear from the facts set out in this chapter that even 
if the equivalent of American parity is based on their own figures, 
there is no occasion for any detailed exami- 
No adverse effect of nation of the accounts of any of the three 
price war justifying; na- (ndiau companies. The prices of foreign 
recommendations. kerosene are, as has already been stated, 

above American parity. As has been shown 
in paragraph 24, up till March, .1928, the price war has had no 
adverse effect on the financial position of the British Burmah Pet¬ 
roleum Company and the Imlo-Burma Petroleum Company. The 
reduction since then in their revenues, due solely to the price war, 
will, as I have stated, have no serious consequences on the future 
■of either. I have consequently no recommendations to make as 
regards kerosene, and no answer other than one in the negative can 
be given to the second term of reference. 



CHAPTER IV. 

Real equivalent of World Parity: no dumping: effect 
of Pool’s policy on consumer. 

30. In Chapters II and III, I have disposed of the reference as 
regards kerosene on the assumption that the equivalent of world 
World parity defined. parity price at Indian ports is the f.o.b. 

price at the Gulf ports plus the cost of im¬ 
portation and other incidental charges. I hold, however, that this 
principle cannot be accepted without admitting the perpetual right 
of the Oil Trusts to a world monopoly in which all competition is 
to be eliminated in their interests. In spite of whatever doctrine 
the Oil Trusts may invent, and enforce by reason of their powerful 
monopoly, it is impossible to get away from the position that with 
reference to any particular market, the equivalent of world parity 
must be the price at which under competitive conditions petroleum 
products could be landed in that market on a commercial scale. 
Before the rate war real competitive conditions did not exist in India 
and there wus no one to challenge the Pool’s claim to receive the 
equivalent of American parity for their petroleum products. These 
conditions have changed. Foreign kerosene has been imported from 
Russia hv the Standard Oil Company on a scale sufficiently large to 
influence internal prices and there is no evidence that Russian oil 
cannot be imported in quantities sufficient to meet the whole of 
India’s demand for foreign kerosene. Therefore it is the price at 
which Russian oil can be landed in India, so far as that can be as¬ 
certained, which is to-day the equivalent of world parity at Indian 


31. There are other reasons why the claim of the indigenous in¬ 
dustry to American parity prices cannot lie supported. Its admis¬ 
sion would miplv that in the interests of the 

industry’s ^cUh^'to 9'' ^‘V! 1 ? eld ? " re Ul,t l ° J ,e 

American parity price. developed so long as their development results 

in lowering the prices secured or father 
dictated by the Trusts. Tt would also mean that until it suits the 
policy of the Trusts, the Indian consumer is Vo derive no benefit 
either from the possession of mineral resources in his own country or 
from the existence of nutrkeis nearer or cheaper than America. A 
further reason why American parity cannot at present, or at any 
rate in the near future, reasonably he regarded as the dominant 
factor in determining world parity may bo found in the fact that 
the production of crude in the Russian oilfields has recently been 
steadily on the increase. Russia at one time was the largest pro¬ 
ducer of oil in the world ; the United States of America being the 
second. According to the estimates of production for 1927, Russia 
was the largest producer of crude' after the United States. Produc¬ 
tion alone, however, cannot for ever he regarded as the decisive 
price factor. Russian oilfields arc said to contain nearly 30 per¬ 
cent. of the world’s reserves against 12 per cent, of the United 
States. Whether these figures are correct- or not. the outstanding 
fact remains that if Russian and other nearer oilfields are developed, 

( 78 ) 
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■they must sooner or later necessitate a re-distribution of markets 
and a re-adjustment of world nriccs. That this has not taken place 
as rapidly as it should have done is in a large measure due to the 
activities of the Oil Trusts which up to now 7 have succeeded in con¬ 
trolling production as well as prices and the Indian consumer is now- 
being asked not only to refuse to avail himself of the nearest sources 
of supply, but actually to assist the Trusts in retaining a perpetual 
control over world production and in maintaining a higher level of 
prices than economic conditions given free play would justify. 

•32. I have stated in an earlier paragraph that the best evidence 
of current prices is the price at which business has been actually 
p » p .. done. Such evidence exists as regards the 

f.o.b. 1C Batoum. USiian 01 imports by the Standard Oil Company from 
Russia, though perhaps it is not as good as 
it might have been. It is alleged by the applicant Companies in 
their original representation to the Government of India, as also in 
their subsequent oral evidence, that the price actually arranged 
between the Standard Oil Company and the Soviet was not more 
than 5 cents per gallon. The contract is said to be for 150,000 tons 
a year for three years. A further contract for 60,000 tons a year 
for a period of six years is also mentioned. The Standard Oil Com¬ 
pany of New York has r.ot denied any of these allegations. It was 
pointed out by me to the representative of the Company that if these 
allegations were not denied, I should have to accept them as true. 
In spite of this no attempt has been made to deny them. I must, 
therefore, presume that the price actually paid was not more than 
’> cents per gallon. There is no evidence produced to show that 
there has been any rise in Soviet prices since then. It is thus the 
-case of both sides that the price did not exceed 5 cents per American 
gallon. I would accordingly adopt this price of not more than 5 
•cents per gallon as the w-orld parity price f.o.b. Bntouin. 

33. According to the figures supplied by the Standard Oil Com¬ 
pany the freight from Batoum to Indian ports is 2\ cents, per 
American gallon. Freight per unit w-ill 
Equivalent of price at amount to 11 annas. The charge for leakage 
installations. unc * insurance which amounts to 6 pies for 

the Gulf ports—Indian voyage may be 
halved. Profit also w-ill be reduced in proportion to the reduction 
in the e.i.f. price. The other charges will remain the same. The 
landed duty paid price of Russian oil and the equivalent of w-orld 
parity at Indian ports will therefore be Rs. 3-10-7 per unit, made up 
as follows: — 


Rs. a. r. 


F.o.b. price (5 cents per American gallon) . . 10 0 

Freight.0 11 0 

Leakage ........ 0 0 3 

Profit at 2} per cent, on the e.i.f. . . 0 0 10 

Storage . . . . . . . . 030 

Landing and installation . . . . . 0 16 

Duty.140 


3 10 7 
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This price is the price of superior kerosene. The price of inferior 
kerosene, therefore, is Its. ii-G-T per unit and the average of the 
two is Its. 3-7-11. 

34. As has been stated in paragraph 17, the average prices at 
which foreign kerosene was sold in India during the worst period 

of the war were Its. 4-13-3 for superior and 
Realized prices well j| s 4_8_J_ for superior and inferior combined, 
above world parity. If> tl?erefol . e> is. 3-10-7 and Rs. 3-7-11 are 

taken to represent respectively the (true world parity pifices of 
superior and superior and inferior combined, it is evident not only 
that there has never been any dumping but also that foreign kero¬ 
sene lias been sold well above world parity prices. It will also he 
seen that the ‘ losses ’ alleged to have been incurred as a result of 
the rate war have .been grossly exaggerated. Taking the whole 
period together no loss has been proved. On the contrary, the Com¬ 
panies have been left with a substantial, though a diminishing, 
amount of profit. According to this view of the case any examina¬ 
tion of tlie question whether it is in the national interest that pro¬ 
tection against dumping should he given is irrelevant. 

35. It is not necessary nor, without a fuller and more public 
examination of costs, is it posible for me to express any opinion in 

this enquiry as to whether the prices at pre¬ 
sent realized for kerosene are remunerative. 
It is not inconceivable that even if the rea¬ 
lized prices are well below world parity, they 
may still be profitable. It is equally con¬ 
ceivable that they may he distinctly unprofitable even though they 
might he very much above world parity. Kerosene, again, repre¬ 
sents only about half the production of each Company. The other 
half has not been affected by the rate war, On the whole, therefore, 
the position of the industry may not be seriously affected if the rate- 
war is confined to kerosene and becomes no worse and if the prices 
of the remainder of the products have not, owing to other causes,, 
become unreniunerutive. II the business has, on the whole, become 
unprofitable, it is for the indigenous industry to take such steps as 
may be necessary to ask for an enquiry in the ordinary way for 
investigating the question whether protection should he granted. 
Though I believe I have taken a completely unprejudiced view 
of the evidence presented to me, there may still be some apprehen¬ 
sion in the minds of the Oil Companies that having expressed some 
opinions in this enquiry, I might be prejudiced against them in 
subsequent proceedings and that they might not have, for that rea¬ 
son, a fair hearing. I should regard such apprehension as quite 
reasonable, and I would suggest, if any application for a further 
enquiry is entertained by the Government of' India whilst I am 
still President of this Board, that I should not he asked to under¬ 
take it. 


If realized prices un- 
remunerative, proper re¬ 
medy application for pro¬ 
tection. 


3(5. Before quitting the subject of kerosene I would like to dis¬ 
cuss one or two points which are of considerable public importance.. 
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In support of its application for protection the indigenous industry 
has claimed that the poor consumer of kero- 
poor"consumer has*'bemp se . ne + lias for many years past benefited by 
fited by its policy. what is known as the Kerosene Pool s maxi¬ 

mum price policy which has made it possible 
for him to purchase his inferior kerosene at a cheaper price than 
would otherwise be the case. In its letter of the 14th April the 
Burrnah Oil Company stated : — 

“ To arrive at the estimation of the benefit which this arrange¬ 
ment has conferred upon the poorer Indian consumer 
would require lengthy research and complicated calcula¬ 
tion, but at the Annual General Meeting of the Burrnah 
Oil Company held in June, 1923, the Chairman stated 
that since June, 1919 (when the arrangement came into 
force) up to that time the saving which it had enabled 
India to make in her kerosene bill amounted to over 
£22,000,000 and it is therefore probably correct to state 
that, up to the present date, the benefit to the Indian 
consumer is represented by a sum not far, if at all, short 
of £50,000,000.” 

Statements to this effect have been continuously repeated by the 
Burrnah Oil Company and apparently accepted not only by certain 
sections of public opinion but even by the Government of India, as 
appears from the proceedings of the Council of State dated the 5th 
March, 1923. It is, therefore, necessary now to examine in the 
light of such information as we have how far this claim of the in¬ 
dustry is borne out by recent facts. 

37. For illustrative purposes I shall take the Pool’s selling prices 
during the first half of 1927, prior to the rate war, and the equiva¬ 
lent of American parity prices at Indian 
of ^.927* pliccs: firstrhalf ports about the same time. The Pool’s sel¬ 
ling price ex main installation of superior 
kerosene was Rs. 5-12-0 and of inferior kerosene Rs. 4-0-0 per unit 
of 8 gallons. American parity for that period was, as stated in 
paragraph 14, as follows : — 

Rs. a. p. 

Superior kerosene.4 6 4 

Inferior kerosene . . . , . . . 4 2 4 

Average of the two . . . . . . 4 3 8 


The Pool’s contribution prices for this period were as follows: — 


January to June, 1927. 

Asiatic Petroleum Company imported superior 
Asiatic Petroleum Company imported inferior • 
Asiatic Petroleum Company average 
Indigenous superior . 

Indigenous inferior ..... 

Indigenous average . 

Imported and indigenous average 


Rs. a. p. 
5 13 0 
5 8 0 
5 10 6 
5 8 0 
4 3 8 
4 11 1 
4 14 3 
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38. The price paid by the Pool to the Asiatic Petroleum Com¬ 
pany for its superior kerosene was Rs. 5-13-0 which is Rs. 1-6-8 in 

excess of American parity. The price paid 
Claim not established to the indigenous industry for its superior 
1927 , hei osene was m excess of American parity by 

Rs. 1 - 1-8 per unit and the average price paid 
for the indigenous superior and inferior combined was 7 annas 5 
pies per unit in excess of average American parity. It will thus be 
seen that so far as superior kerosene way concerned, the price that 
the Pool got, viz., Rs. 5-12-10, was in excess of the American parity 
by Rs. 1-5-8 per unit. It will also be observed that the price charged 
to the consumer of inferior kerosene, viz., Rs. 4-6-0 per unit, was 3 
annas 8 pies higher than its American parity price, and only just 
below the American parity price of superior kerosene. The average 
price received by the Asiatic Petroleum Company for inferior kero¬ 
sene was Rs. 5-8-0 per unit, that is to say Rs, 1-5-8 higher than its 
American parity price and Rs. 1-1-8 higher than the American 
parity price of superior kerosene. In this arrangement it will be 
noticed that the Asiatic Petroleum Company stands to gain most 
by being a member of the Pool, for it gets on an average for its 
superior and inferior oil a price of Rs. 5-10-6 per unit which is in 
excess of the average American parity price by Rs. 1-6-10. The 
average price paid by the Pool' for all inferior and superior kerosene 
both imported and indigenous was Rs. 4-14-3 per unit, that is to 
say 7 annas 11 pies in excess of the parity price for superior kerosene. 
The average price paid by the Pool for indigenous superior and in¬ 
ferior, viz., Rs, 4-11-1, was in excess of the American parity price- 
for superior hv 4 annas 9 pies, and of the average for superior and 
inferior by 7 annas 5 pies per unit. 

39. The figures given in paragraph 38 though, as I have said,, 
only illustrative, hardly hear out the indigenous industry’s claim 

that the poor consumer of kerosene lias- 
Extra burden on con- benefited by the existence of the Pool. It 

will he seen that the Burmah Oil Company 
has greatly over-estimated the benefit derived by 1 the consumer from 
the annual contribution of 195,000 tons of what is known as low- 
priced kerosene contributed to the Pool at a maximum price of 
Rs. 3-6-0 per unit. The fact is that the Pool’s inferior kerosene 
rarely, if ever, sold much below American parity prices, and any 
sacrifice made by the Pool in the interest of the consumer of the 
inferior oil was recovered many times over from the consumer of 
superior oil. On the figures given above it is clear that during this- 
period the consumer of inferior kerosene so far from receiving his oil 
as claimed at a figure well below American parity actually paid 3 
annas 8 pies per unit more than the equivalent of American parity 
for this class of oil, while the consumer of superior oil had to pay 
Rs. 1-5-8 per unit above American parity. The nett result was that 
during the first six months of 1927 India had to pay on an average 
10 annas 7 pies per unit more than the equivalent at Indian ports 
of American parity. The amount by which the receipts of the 
various Companies exceeded those realizable on the basis of 
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American parity prices for the period January—June, 1927, is 
shown below: — 

Tables to show the amount by which the receipts of the Oil Companies ( indi • 
;'tenons and foreign) from the sale of kerosene exceeded those realisable 
on the basis of American parity during the period January to June, 
1927. 


—" 

m 

Price 

realized. | 

American 

parity. 

Difference, : 

Excess. 

Pool —- 

Foreign oil (i.e„ Asiatic Petro- 

2,276,753 

i 

Rs. A. P. 

5 10 6 

Rs. A. p. 1 

4 3 8 

Rf\ A. 3>. 1 

1 6 10 

Rs. 

32,58,162 

leum Company). 



Indigenous oil 

9,000,034 

4 11 1 

4 3 8 I 

M3 

t- 

©■ 

41,92,216 

Combined . 

11,276,787 

4 14 3 ! 

4 3 8 i 

0 10 7 

74,51,701 

Burmali Oil Company 

7,291,632 

4 9 7 

4 3 8 

0 5 11 

27,02,279 

British Burmali Petroleum 

1,073,982 

5 1 10 

4 3 8 

0 14 2 

9,50,366 

Company. 




Assam Oil Company 

634,420 

5 1 3 

4 3 8 

0 13 7 

5,39,320 

Indo-Burina Petroleum Com- 

581,567 

4 13 6 

4 3 8 

0 9 10 

3,57,431 

pnny. 





Standard Oil Company . 

3,970,544 

5 12 0 

4 6 4 

1 5 8 

53,70,910 


Pool, Indo-Burma Petroleum Company and Standard Oil 

Company of New York ..Rs. 1,31,86,042 


40. I do not wish to suggest that the consumer has always been 
treated by the indigenous industry in the same way as during the 

Position in the past. fil ’ St half . °( J927 ‘ S ° far as this period is 
_ concerned, however, there is little room for 

doubt that the indigenous industry has failed to establish its claim 
that the consumer has in fact benefited. As regards earlier periods 
owing to the difficulty of proving precisely the American f.o.b. Gulf 
prices, the rates of freights applicable and the fluctuations in ex¬ 
change it is not possible upon the materials now available to examine 
in detail the Pool’s claim. Whatever the f.o.b. Gulf prices and the 
freights, two facts have been established with reasonable accuracy 
which suggest that the equivalent of American parity at Indian 
ports upon which the Pool’s selling prices were based was higher 
than was justified. A reference to the Table given in paragraph 7 
will show that the f.o.b. Gulf price taken into account by the Pool 
was as a rule higher than the prices given by the Petroleum Times 
and the Standard Oil Company, It is impossible to make a precise 
estimate of the effect of the higher rates taken into account by the 
Pool, but when it is recollected that a different of even half a cent 
per American gallon will mean to the consumer a sum of nearly half 
a crore of rupees, it is easy to perceive the nature of the effect on 
the profits of the Pool. Further, the profit charged on the c.i.f. 
price has always been 10 per cent, whereas it should not have 
■exceeded 2| per cent. This factor alone made a difference of 3 to 4 
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annas u unit, increasing the burden on the consumer by between 50 
and 75 lakhs of rupees a year on the total consumption of indigenous 
and imported kerosene of about 30 million units. The share of the 
indigenous industry in this extra profit would approximately amount 
to 35 lakhs of rupees per annum. 


41. Before the rate war and until very recently, the difference 
between the prices of superior and inferior kerosene was kept at 
lis. l-(i-0 per unit. One of the principal 


was 
un- 

necessarily beneficial to attractive tor the foreign competitor as to* 
poor consumer only. eliminate competition in respect of that 

quality of oil and so secure permanently 
about half the kerosene market for the Pool. It has been claimed 


Difference between objects of this arrangement, it is said, 
prices of inferior and ^ lua p e t jj e pj*i t . e () f inferior kerosene so 


on behalf of the Asiatic Petroleum Company that by agreeing to this 
arrangement it has helped the indigenous industry. As I have 
pointed out already, the Asiatic Petroleum Company does not con¬ 
tribute any of the low priced kerosene, and obtains for the whole 
of its supplies a price very little, if at all, below the American 
parity price as calculated for the [impose of the Pool by the Pool. 
It is very doubtful indeed whether the actual consumer of the Pool’s 
inferior oil derives any substantial advantage from the price of the 
inferior kerosene being fixed by the Pool so far below that of the 
superior. It is said that the consumer of inferior kerosene pays no 
attention to the quality of his oil; his only concern is to obtain the 
cheapest oil. It is possible for the middleman to take advantage of 
this and knowing that his customer’s choice is limited to superior 
or inferior oil to demand for the latter a price only four or perhaps 
six annas a unit less than that of the superior. It is quite probable 
that it is the middleman and not the consumer who gains by the 
present high differential between the two classes of oil. In the 
Steel industry we actually found that when the difference in the 
price of Continental and British steel was very high, the former 
was sold by the middleman at a price far in excess of its import 
price, but slightly below the price of the better quality British steel. 
It is, therefore, not impossible that the same thing is to a very large 
extent happening in the oil trade. Incidentally, the facility offered 
in this way to the middleman towards extra profit may be an induce¬ 
ment to him to sell the Pool oil in preference to that of the Standard 
Oil Company which does not sell any inferior oil cud for that reason 
has no additional inducement to offer to the middleman. It is 
stated in evidence that each middleman who gets inferior kerosene 
oil to sell has also to sell certain quantities of superior oil at the 
higher price apparently in competition against the Standard Oil 
Company. The profit's of the middleman are not necessarily con¬ 
fined to the consumer of poor oil. Owing to the difference in the 
prices of the two kinds of oil it is possible for the middleman to 
mix white inferior oil with the yellow inferior oil and sell the 
mixture as an oil of superior grade. In this way also, therefore, 
both classes of consumers are likely to suffer by the high differential 
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maintained by the Pool. Tu the Straits Settlements the differen¬ 
tial is said to be between 2 annas and 4 annas and it is not unlikely 
that if the differential in India were reduced appreciably, if not 
to the same extent as in the Straits Settlements, the price of the 
inferior oil would not necessarily be raised so far as the poor consu¬ 
mer is concerned, whilst it might be possible for flint reason to re¬ 
duce the price of the superior kerosene oil. Tf this course was 
adopted the losses due to the rate war might also be substantially 
reduced. 



CHAPTER Y. 


Petrol. 

42. I have yet to investigate the question whether there is any 
likelihood of the rate war extending to petrol. The answer to this 


Question of petrol. 


question depends very largely upon the 
ability of the indigenous industry to meet the 
demand for petrol. It is necessary, therefore, to examine both the 
indigenous resources and the demands of the country for various 
petroleum products and to see how far these demands can be met 
from the existing resources. 

44. A reference to Appendix HI. shows that except for a slight 
rise in 1921 the production of crude oil in Burma has steadily 
declined since 19.19. In 191.9 the production 
Decline i* production jn Burma stood at 293 million gallons. Bv 
by incrcaso 1920 it had declined by 43 million gallons to 
about 250 million gallons, a decrease of 14 
per cent. Fortunately, however, during the same period the pro¬ 
duction in India increased from about: 12 to 30 million gallons and 
for the whole of Burma and India the reduction in output was only 
from 305 to 280 million gallons or about 8 per cent. In spite of the 
decline in the production of crude, as a result of improved refinery 
practice and the use of imported oil as fuel instead of the indigenous 
crude, there has been a steady increase in the output of refined 
products. But even so the indigenous supply has been inadequate 
to keep pace with the increase in the demand. The total imports 
■which in 1920-21 stood at 123 million had risen by 103 million 
gallons to 226 million gallons in 1927-28, or over 80 per cent. The 
total demand of the country for petroleum products (vide Appen¬ 
dix 1Y) which in 1920 amounted to 279 millions increased in 1927 
by 154 million gallons to 433 million gallons, or by about 55 per 
cent. The main increases were as follows: — 


Increase in the demand for petroleum 'products in India. 



1920 

gallon* in 

millions. 

jy-27 

gallons in 
millions. 

Increase 
gallons in 
millions. 

Percentage. 

Kerosene . .... 

1st 

311 

GO 

33 

Petrol . .... 

13 

17 

31 

301 

Fnel oil. 

m 

l'l 

r,o 

!>2 

Lubricating oil . ... 

u 

16 

O 

15 

Batching oil .... 

a 

1C 

5 

15 


( M ) 
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44. H will be seen tliat the consumption of petrol in 1927 was 
more than three times what it was in 1920. Between 1920 and 

, , 1924 on an average 20 million gallons, or 

1 nearly halt the production was exported to 

foreign countries. In order to meet the increasing demand it was 
necessary to curtail the exports till by 1927 these had dwindled to 
less than 4,000 gallons. Since 1925 the demand has increased by 
10 million gallons a year. It is obvious that unless there is aii 
increase in the output of crude, even if allowance is made for the 
possibility of a further increase in the supply as the result of im¬ 
proved refinery methods, the supply of petrol will be unequal to the 
demand before long. If the demand continues to increase in the 
.same - proportion as in the last two years, the shortage of petrol 
appears to me to be almost imminent. This shortage can only be 
averted by a reduction in the proportion of other petroleum products 
for which the demand is already greater than the local supply, and 
it is unlikely that any such reduction will be made as in all proba¬ 
bility it would have to be made by the sacrifice of a part of a market 
which in normal conditions is more lucrative than the petrol 
market. 

45. I am unable to make any more definite statement as regards 
petrol than that there will be before long a shortage which may 

tv T , ... lead to a rate war between the Standard Oil 

No proposals possible. (Wpiiny and the Royal Dutch Shell Group 

working in conjunction with the Burmah Oil Company and the 
Anglo Persian Oil Company as the Burma Shell Oil Storage and 
Distributing Company of India, Limited, for the capture of the addi¬ 
tional petrol market. According to the statements made by the 
Burmah Oil Company and the indigenous group there will be no 
shortage of petrol for two years. The Standard Oil Company has also 
stated that it will not be in a position to import any petrol until its 
installations have been constructed and that it will take about two 
years to complete them. If these statements are accepted ns 
correct, there will be no rate war for two years. But no one can 
prevent an earlier rate war if two powerful belligerents are bent on 
plunging into it, and I refrain from making any prophesy one wav 
or the other. Until we know what form the rate war will take 


when it comes, it is impossible to make any proposals which may 
serve a practical purpose and for that reason I do not think it 
necessary to make any. 



CHAPTER VI. 


Exorbitant prices in India demand further 
exploration of subject. 

■1(5. Though perhaps outside the immediate purpose of the 
enquiry, I think it my duty to report to the Government- some im- 
_ , . portant facts which have a vital hearing on 

xoi ntdiit pi ces. ij lc national interest. There is evidence 
which suggests -pnmA facie that petroleum products are being sold 
in India at exorbitant prices and the consumer is being mulcted to 
the tune of several ( lores ol rupees per annum both by the indige¬ 
nous industry and the importers of foreign petroleum products. In 
Chapter TV I have already discussed how the burden on the con¬ 
sumer of kerosene has been increased to the extent of more than 
Its. crores per annum* by the sale of kerosene at a price far in 
excess of American parity. There is no reason to suppose that the 
•consumer of other petroleum products escapes with a lighter toll. 
The total extra burden may not therefore lie very much short of 
Its. f> crores per annum. 

47. 1 have arrived at the same conclusion by another and differ¬ 
ent method. Since the dissolution decree against the Standard Oil 
Company the production of crude has been 
Margin between prices u competitive enterprise all over the world, 
products. the Oil trusts however have a monopoly of 

the refining and marketing which enables 
them to exact from the consumer of the refined products prices 
higher than those economically justifiable. The difference between 
the cost of crude oil ami tlie price at which the refined products 
are sold represents the sum of the refinery costs and the refiner’s 
profits. If the difference between these two figures, the cost of 
crude and the c,e-refinery price of the refined products is very much 
larger in India than in America, the natural inference is that 
unless the refinery costs in the former country are considerably 
heavier, the refiner’s profit is very much greater and the consumer 
is being exploited. During the course of the oral evidence I asked 
whether for the purpose of comparison T might assume that the 
refinery costs in both countries were about the same and it was 
generally agreed by the representatives of the applicant companies 
that my proposition was reasonable. Any difference in the refinery 
costs which might tell against this country would in nil probability 
lie more than counterbalanced hv the distinctly superior quality of 
the Burma crude and its higher yield of the more valuable distil¬ 
lates. Any marked difference, therefore, in the margin between 
the cost of crude and the average price of the refined"products in 
India and America represents the measure of the Indian consumer’s 
exploitation. Tt was in fact on very similar evidence that the dis¬ 
solution of the Standard Oil Company was asked for ami eventually 
decreed. 


* See paragraph 39. 
( 9S t 
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48. During September, 1927, the average price of mid-Continent 
crude which we have been told is reasonably comparable with 
„ . . Burmali crude was in the neighbourhood of 

argm m menca. §] '28 per American barrel at well which is 
approximately equal to 3 cents per gallon. I have not been able to 
get the weighted average f.o.b. Grilf ports price of the principal 
refined products. But judging by the percentages of the yield of 
the four principal products,* viz., petrol, kerosene, lubricating oils 
and fuel oils, from the mid-Continent crude the higher prices of 
petrol and lubricating oil will not substantially raise the weighted 
average above the price of kerosene because of the lower prices of 
the fuel oils which represent nearly 50 per cent, of the total yield. 
For illustrative purposes, therefore, the price of kerosene will pro¬ 
bably represent the average price of all products. The average 
f.o.b. price of kerosene was in the neighbourhood of 5‘75 cents. 
The difference between this price and tfie price of crude is, there¬ 
fore, 2-75 cents per American gallon or approximately 3'5 cents 
per Imperial gallon. This is equivalent to 1 anna 6 pips per 
Imperial gallon. 


49. The price of crude in Burma is said to be on an average 
Us. 8 per barrel at the well and though in the case of the Burmah 
Oil Company on account of its pipe line the 
argm in n ia. CO st of transport would be much smaller, one 
rupee per barrel would be more than ample to cover the average cost 
of transport from the well to the refinery. I should here explain 
that if I was making a strict comparison between the costs in 
America and in India, I should not make any allowance for the 
cost of transport which in America is borne by the refinery and 
should therefore be met from the difference between the price of 
crude and the c.r-refinery price. The price of the crude delivered at 
the refinery is about 3 annas 4 pies per gallon. To this 1 anna 6 
pies must be added on account of refinery costs. The average price 
per gallon of petroleum products in India c.r-refinery should not 
therefore exceed 4 annas 10 pies. This price should leave to the 
Indian manufacturer at least as much margin of profit as the 
American price does to the American manufacturer. If however 
to be on the safe side even 8 pies per gallon are added to this figure, 
the e,e-refinery price becomes 5 annas 6 pies only per gallon. An 
addition of 8 pies does not appear large but as the production of 
petroleum products is nearly 240 million gallons a year, this addi¬ 
tion would give to the indigenous industry a profit of rupees one 
core a year in excess of that of the American manufacturer. The 
realized average price e.r-refinery for petroleum products in India 
for the nine months of 1927 preceding the rate war was 7-|- annas 
per gallon. There is evidence therefore that after making a very 


' According to one authority percentage recoveries are as follows: — 


r 

Petrol ......... 30'9 

Kerosene ......... 9 - 4 

Lubricating oil.4-4 

Gas and fuel oil ....... 49 - 4 
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liberal allowance for profits a sum of 2 annas per gallon is taken 
from the pocket of the consumer. ° 


50. If the average production of India is taken at 240 million 
gallons this is the equivalent of lls. 3 crores per annum and fur- 

Measure of exploitation “ lsl l es sorn . e explanation of the high divi- 
of consumer. dends paid by the Indian oil companies 

compared with the American.* This how¬ 
ever does not represent the total burden on the consumer. It may 
not be incorrectly assumed that there is the same difference in the 
price of the imported petroleum products. The total imports ma" 
be estimated at about 200 million gallons on which the additioi 
burden is lls, 2j crores. The total additional burden therefore 
the consumer may he estimated at Rs. 5|- crores per annum. 


51. The reasons why the prices of petroleum products are so 
high are not far to seek. Oil business in India, as in many other 
■w * , countries, is in the hands of powerful mono- 

eauso P y the pnncipaI p° lies which control both the refining and 
-p „ the marketing of petroleum products. 

iTu n rate war ’ tlle mono P ol y la y with the Pool and the Stand- 
bi c- pB ? y workin R' under a tacit understanding with the 
Tool. Since, the war a new Company called the Burma Shell Oil 
Storage and Distributing Company of India, Limited, has been 
constituted of which the Burmah Oil Company, the Asiatic Petro- 
leum Company and Anglo-Persian Oil Company are members. The 
object of this Company is to capture all the business formerly done 
by,the Standard Oil Company and thus eliminate whatever possi¬ 
bility of competition existed before. If this Company succeeds in 
its object, competition will disappear even in respect of foreign im¬ 
ports which are necessary so long as the shortage in the domestic 
supply continues. In the absence of competition the prices of all 
petroleum products will be governed by the prices fixed by this 
monopoly. If the rate war results in a stalemate or in a patched up 
peace, the position will be as before, the monopoly being divided 
between the Standard Oil Company and the Burma Shell Group. 

* The average nett returns of American companies were as follows:_ 


1913 . 

1914 

1915 

1916 

1917 

1918 . 

1919 j 

1920 

1921 

1922 

1923 

1924 

1925 


Per cent. 

18-1 
7-6 
11-7 
19-9 
16*2 
14*8 
10*7 
14*7 
4*3 
7*2 
5*6 
7*2 
10*8 














MINORITY REPORT. 


91 


52. If the prices of petroleum products are to be lowered in 
India, it is necessary to consider how this monopoly can be broken 
and competitive conditions created. My sug- 
Mam remedy : mtroduc- gestion is that the best way in which the 

tions'bylmport of 6 crude! existing monopoly can be broken and com¬ 
petitive conditions established is by the 
encouragement of the import of crude and the opening of refineries 
to work this crude in or near Bombay. As I have already noted in 
paragraph 47, the production of crude oil especially in America is 
still an essentially competitive enterprise, whereas the existence of 
big Oil Trusts working in interconnection lias very largely 
eliminated competition from refining and marketing. Crude oil as 
the essential raw material of refined petroleum products is very 
different from other raw materials in that there is little or no waste 


in the process of manufacure and therefore its importation in the 
raw does not involve any extra freight charges over and above those 
which would have to be incurred in the import of the refined pro¬ 
ducts. In fact, considering that there are some products on which 
freight charges are higher than on the crude, if crude oil is im¬ 
ported instead of the refined products, the total amount of freight 
payable per ton would not necessarily be more than the freight, 
payable on its different constituents imported in the refined state. 
Though I asked for figures bearing on this point, the indigenous 
companies were unable to supply them and therefore I am not. in a 
position to say precisely what the difference might be. Nearly 
every country in the world to-day has undertaken the refining of 
imported crude oil. In Great Britain nearly 30 per cent, of its 
requirements are met by the refining of imported crude oil. In 
France recently a law has been passed in order to revive the refining 
business and to deal with foreign monopolies which had raised the 
price of refined products in the country. In Spain recently a State 
monopoly has been constituted. Japan also refines a large percent¬ 
age of imported crude oil. In Australia also, by arrangement with 
the Anglo-Persian Oil Company, crude oil is being refined. It 
stands to reason that all these countries would not have deliberately 
established refineries if it was cheaper to import the refined pro¬ 
ducts, and I see no reason why an up to date refinery in Bombay 
should not be able to supply the demands of that part of India at 
prices below those up till recently charged by the Pool and followed 
by foreign importers. The imports of petroleum products into Bom¬ 
bay from Burma alone amount to about 40 million gallons a year, 
and foreign imports about 60 million gallons more. The combined 
throughput of the British Burmah Petroleum Company, the Indo- 
Burma Petroleum Company, the Attock Oil Company and the Assam 
Oil Company last year amounted to about 60 million gallons. An 
annual demand of 100 million gallons should be more than sufficient 
to justify the erection of an up-to-date refinery in or near Bombay. 

53. Further, two important branches of the oil business to-day, 
viz., refining and marketing, are almost entirely in the hands of 
„ . , , companies registered outside India. A 

genaTn°e Ur indkn n industry! substantial part of this business can be 
converted into a genuine Indian enterprise 


e 2 
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CHAPTER VI. 


if refineries are established in India and oil is marketed by Indian 
companies with Rupee capital. It might be possible to encourage 
the establishment of refineries in India by Rupee companies, if the 
present import duty on crude oil of 2 annas 6 pies per gallon was 
retained, but was remitted in favour of a genuine Rupee company 
subject of course to the usual conditions on which a bounty is 
granted, and such other control as the (government may impose. 
No doubt if this business was undertaken by any company outside 
the big Oil Trusts, attempts would be made by unfair competition 
to bring it. to grief, but it should not be impossible for the Govern¬ 
ment to afford protection against such competition by varying the 
import and the excise duties in force for the time being on refined 
products or in some other effective way. 


Advantage of imported 
crude. 


54. There is one further advantage connected with the refining 
of imported crude oil. The Burma crude oil is of a very superior 

grade and is therefore expensive. It may 
not also he suitable for the kind of refined 
products which a particular market may re¬ 
quire. For instance, in Bombay there is a very large demand for 
petrol and kerosene. The demand for fuel oil is even larger. 
Burma crude is too expensive to be used for the extraction of fuel 
oil on a large scale. It would be possible for a refinery in Bombay 
to select those grades of crude oil which would give it the largest 
quantities of the particular kind of products required in its market. 
In this way by the elimination of those refined products which are 
not; required and consequently may have to he exported at unremu- 
nerative rates, the prices of those products which are required may 
considerably he reduced. 

55. An alternative course is that the Government should in the 
last resort devise means to control prices. Arrangements should 

he made to enable the Indian consumer to 
Alternative remedy | purchase the refined petroleum products in 
the cheapest markets. No doubt this might 
mean a certain amount of interference with 
private enterprise but that in itself should not debar Government 
from taking action if it results in the saving of erores of rupees to 
the consumer. There should be no objection to the Government 
recognizing a marketing Company constituted on a Rupee basis in 
India to which the work of importing the surplus requirements of 
India could be entrusted. It would simply take the place, as a 
controlled marketing organization, of the uncontrolled Oil Trust 
which has acquired a monopoly so prejudicial to the national 
interests. 


Government 
prices 


control of 


5(>. Tn discussing the various points referred to in this Chapter, 

1 do not wish it to be supposed that I am making any definite pro- 

, posals nor do I claim for the figures given 
r inures illustrative only. t . ■, ,. i • i n it 

by me that degree ot accuracy which would 

be necessary if I were recommending the adoption of any definite 

action. Such figures as I have used have been used merely for 

illustrative purposes. All that I wish to suggest is that there is 
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evidence which points to the existence of conditions in connection 
with the oil business in India which might make a further explora¬ 
tion of the subject advisable in the national interest. The main 
object in view should be to bring- about a reduction in the price of 
petroleum produtcs to a reasonably economic level consistently with 
the well-being of the existing- indigenous industry. 



CHAPTER VII. 


Summary of Conclusions and Recommendations. 


Summary of conclu¬ 
sions and recommenda¬ 
tions. 


57. My conclusions and recommendations 
are summarized below : — 


1. The real causes of the rate war were very different from 
those alleged by the applicants. 

2. The rate war was commenced by the Asiatic Petroleum Com¬ 
pany, a subsidiary of the Royal Dutch Shell Group with the 
knowledge and active co-operation of the Burmah Oil Company and 
its Indian associate Companies, part of the consideration for the 
entry of the latter group into the war being an agreement by the 
Asiatic Petroleum Company to compensate them against losses 
arising out of the rate war. 

3. These and other material facts were not brought to the 
notice of the Government of India and disclosed a lack of candour 
amounting almost to deliberate mala fides which in the interest of 
public discipline might have justified a summary dismissal of the 
application. 

4. The expression “ world parity ” price as used by the appli¬ 
cant Companies means the f.o.b. price of kerosene at the Mexican 
Gulf ports. Its equivalent at Indian ports is that price plus the 
charges incidental to importation including freight, insurance, im¬ 
porter’s profit at 1.0 per cent, on the c.i.f. price, landing, storage 
and the revenue Customs duty. 

5. There is no satisfactory evidence either as regards f.o.b. Gulf 
prices or freights from Gulf ports to India and consequently no 
reliable estimate of the equivalent of American parity at Indian 
ports is possible. 

6. With the exception of about 5 per cent, sold directly by the 

Indo-Burma Petroleum Company, the whole of the indigenous 
kerosene was formerly sold by the Pool and is now sold by the 
Burmah Shell Oil Storage and Distributing Company of India, 
Limited. The latter also sells about 25 per cent, of tlie imported 
kerosene. Tlie prices both of the indigenous and the foreign oil 
marketed by this Company has been deliberately kept lower than 
economic considerations alone would have justified and are therefore 
unreal. * 


7. Accepting the figures supplied by the applicant Companies, 
except as regards profit which item 1 have reduced from 10 to 2£ 
per cent, the equivalent of American parity at Indian ports between 
January, 1927, and March, 1928, was Rs. 4-6-4 per unit for superior 
and Rs. 4-3-8 for the average of the superior and inferior kerosene, 
and since April, 1928, Rs. 4-9-9 and Rs. 4-7-1 per unit respectively. 

8. The average prices of imported kerosene from September, 1927 
to date have not fallen below American parity and no dumping, that 

( 94 ) 



MINORITY REPORT. 


95 


is, the sale of imported kerosene below American parity, has there¬ 
fore been established. 

9. The claim of the indigenous industry to sell kerosene at prices 
equivalent to American parity cannot be admitted without con¬ 
ceding to the Oil Trusts a perpetual monopoly. 

10. The real equivalent of world parity at Indian ports is the 
price at which under competitive conditions kerosene is or can be 
imported on a commercial scale. Russian oil has been so imported 
and landed in India duty paid at Rs. 3-10-7 per unit for superior 
and Rs. 3-7-11 for superior and inferior combined. On these 
figures the indigenous industry has been realizing prices very consi¬ 
derably above world parity. 

11. The three principal applicants for protection are the British 
Burmah Petroleum Company, the Indo-Burma Petroleum Company 
and the Attock Oil Company. The Attock Oil Company’s realized 
prices have always been higher than American parity and that 
Company has suffered no injury by the rate war. Between Janu¬ 
ary, 1927, and March, 1928, the British Burmah Petroleum 
Company received Rs. 10,39,329 and the Indo-Burma Petroleum 
Company Rs. 3,09,376 in excess of the amounts realizable on the 
basis of American parity and any diminution of their pofits result¬ 
ing subsequent to that period from the rate war will not affect their 
financial position for 18 months and 6 months respectively. 

12. If the prices now current for all petroleum products are 
unremunerative, the industry should take such steps as may be 
necessary to ask for an enquiry in the ordinary way for the purpose 
of investigating the question whether it should be granted protec¬ 
tion, 

13. There is evidence that during the six months between 
January and July, 1927, an additional burden of more than Rs. lj 
crores was thrown on the consumer by the indigenous industry and 
the foreign importers by the selling prices being in excess of 
American parity. 

14. The claim of the indigenous industry that the poor consumer 
has benefited by the Pool’s maximum price policy has not been 
established. 

15. There is evidence which suggests that all petroleum products 
are being sold in India at exorbitant prices owing to oil business 
being in the hands of Oil Trusts, and that the consumer has to pay 
a sum which may amount to Rs. 5 crores per annum in excess of 
economic prices. 

16. It is in the national interest that the subject should be further 
explored with the object of bringing about a reduction in the exor¬ 
bitant prices of petroleum products. The importation of crude oil 
and the erection of refineries by Rupee Companies particularly in 
Bombay or the control by Government of prices is suggested as a 
possible line of action which might result in the lowering of prices. 

17. A shortage of petrol may lead to a rate war though it is diffi¬ 
cult to predict its date or £he form it may take. 



CHAPTER YII. 


9fi 

18. No case lias been established for the grant of protection in 
any form either as regards kerosene or petrol and no recommend¬ 
ations therefore are made. 

P. P. GINWALA, 

President . 

23rd June 1928. 

It. L. WALKER, 

Secretary, 

23rd June 1928. 
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APPENDIX No. I. 


Table showing imports of Kerosene oil into India by Standard Oil Company 
of New Yorfc, from 1913 to 1927. 

(Expressed in units of 8 imperial gallons.) 


Year. 

Standard Oil 
Company’s 
total trade. 

Grand total 
trade. 

Standard Oil 
Company 
per cent, 
of total. 

1913 . 

• 


• 

• 

6,036,290 

24,419,155 

24'7 

1914 . 





6,085,745 

'21,350,205 

25-0 

1915 . 





5,015,935 

23,408,705 

25-3 

1916 . 


. 



5,197,078 

21,088,725 

24-6 

1917 





5,380,163 

20,213,798 

26'6 

1918 . 


. 



1,935,379 

17,067,369 

10-9 

1919 . 





3,452,546 

19,384,466 

17-8 

1920 . 





4,849,565 

21,670,956 

22-4 

1921 . 





5,247,831 

21,907,749 

23-9 

1922 . 





5,702,561 

24,729,334 

23T 

1923 . 





6,407,346 

26,360,501 

24-3 

1924 . 





7,226,564 

28,041,348 

25-8 

1925 . 





7,541,634 

29,301,955 

25-7 

1926 





7,772,794 

29,785,260 

26T 

1927 . 


• 

• 


7,941,088 

31,051,277 

25-6 


N. B .—The above table has been prepared by the Standard Oil Company of New 
York to show their share of the Indian trade in kerosene. 
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APPENDIX No. II. 

Table showing the cuts in price made in the bulk oil price ex main Indian 
Ocean installations by the Standard Oil Company of New York (Ele¬ 
phant Brand). 


(Prepared from details supplied by the Standard Oil Company of New York in their 
letter of 4 th May, 1928.) 


Date. 

Bombay. 

Madras. 

D 

Karachi. 


Rs. A. p. 

Rs. A. P. 

Rs. A. P- 

Es, A. P. 

1st January, 1927 

6 3 6 

6 3 6 

6 3 6 

6 3 6 

23rd September, 1927 . 

5 3 6 

.. . 

•• 


24th September, 1927 . 

4 15 6 

•• 

.. 


7th Octobor, 1927 

4 7 6 


• • 


8th October, 1927 . 

•• 

.. 

4 15 6 


19th October, 1927 

, * 

4 15 6 


4 15 6 

20th October, 1927 

•* 

4 7 6 


4 7 6* 

28th October, 1927 




4 3 6* 

7th November, 1927 

4 3 6 



•• 

21st November, 1927 

3 11 6 

•• ■ 



30th November, 1927 


3 11 6 



2nd December, 1927 




3 11 6f 

4th May, 1928 

4 11 6 

4 15 6 

4 15 6 

4 15 6 


* Authorised but not made in full throughout the whole area, 
t For Cutch only. 










APPENDIXfNo. III. 

Table showing total production of crude oil in India and Burma from 1916 to 1926. 

(Compiled from figures supplied by the Geological Survey of India, Rangoon Office.) 



Total . 297,180,787 282.75B.529 '>86,5S5,011 905,651,816 293,116,831 305,683,227 298,504,125 294,215,053 294,571,692 2S9,006,542 280.369,326 















APPENDIX No. IV. 

Table to show the Approximate Demand for petroleum products in India during the past eight years 1920 to 1927. 
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APPENDIX, 



1923. 

Total Indigenous Production . . . 49,671,820 108,543,315 158,215,236 39,506,463 2,837,928 4,585,546 3,802,042 10,232,352 219,179,565 

Total Imports . .. 64,063,437 1,494 72,035,034 8,352,826 5,707,893 31,300 150,192,244 

TOTAL . .. .. 222,278,872 39,507,956 74,872,962 12,938,372 9,509,935 10,263,712 369,371,809 
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